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FOREWORD 


On December 29, 1948, the Government of Canada appointed a Royal 
Commission on Transportation. The Order in Council gave the Commission very 
wide powers to inquire into all phases of the transportation problem in Canada 
with particular emphasis on the possibility that economic, geographic or other 
disadvantages might confront certain sections of Canada. Other matters to be 
inquired into and reported on were the Railway Act, the capital structure of the 
Canadian National Railways, accounting methods and statistical procedures of 
Canadian railways and results achieved under the Canadian National-Canadian 
Pacific Act of 1933. 


The appointment of the Commission had been requested by the govern- 
ments of seven provinces, including Saskatchewan, along with their representa- 
tions regarding the twenty-one per cent. general increase in freight rates awarded 
by the Board of Transport Commissioners. For this reason and also because it 
has long been felt that the extremely onerous burden of transportation costs on 
the economy of this Province can be largely traced to certain national policies, 
no time was lost in making arrangements for the preparation of a comprehensive 
submission. | had the honour to be selected as the member of the Government of 
Saskatchewan primarily responsible for making representations to the Commis- 
sion. I wish to express my deep appreciation to those who have given so gen- 
erously of their time and energy in the preparation of this Submission. 


The procedure which had proved so satisfactory in opposing the applica- 
tion of the Railway Association of Canada for a thirty per cent. increase in freight 
rates has been followed in large measure. A Technical and Economic Committee, 
charged with the task of analyzing the position of the Province and assembling 
material to be used in the Submission, was constituted as follows: Dr. G. E. 
Britnell, Chairman; Dean F. C. Cronkite, K.C.; Dr. V. C. Fowke; M. A. Mac- 
Pherson, K.C.; and Mr. George Oliver who also acted as Secretary. Consultants 
included Mr. J. S. Carmichael, who also served as Assistant Secretary; Walter 
J. Macdonald, F.C.A.; Mr. W. J. Hansen; and R. S. Meldrum, K.C. Valuable 
assistance was given by many departments and agencies of government. 


In order that the Technical and Economic Committee might have 
the benefit of assistance from the major economic interests of the Pro- 
vince, a special Advisory Committee was formed under the chairmanship 
of Mr. B. N. Arnason, Deputy Minister of the Department of Co-op- 
eration and Co-operative Development. This Committee consisted of twenty- 
one members representative of agricultural organizations, co-operatives, boards 
of trade, the rural and urban municipal associations, women’s organiza- 
tions, manufacturers and the wholesale and retail trade. It 18° a matter or 


satisfaction to me that this very representative Committee has given such generous 
co-operation and has approved of the position taken by the Province in the printed 


Submission. 


A special Outline of Representations was forwarded to the Commission 
on April 26, 1949, after preliminary study by the Technical and Economic Com- 
mittee and consultation with the Advisory Committee. This Outline, prepared at 
the request of the Commission, indicated the method of approach to be followed 
and the main points to be stressed in the final Submission. 


The Commission held hearings in the City of Regina on June 7, 8, 9 and 
10 at which time seventeen organizatons appeared and presented well prepared 
briefs. These organizations were representative of the economy. of the Province 
and there can be no doubt that the material they presented was of special assist- 
ance in showing the dependence of the various sections of that economy on rail 
transportation. The Province has borrowed heavily from the submissions of these 
organizations in preparing its case. 


The terms of reference make it clear that it is recognized that a matter of 
national interest and importance is being investigated by the Commission. For this 
reason I am happy to acknowledge the assistance which this Province has derived 
from consultations with the governments and technical advisers of the three other 
western provinces, the governments of the Maritime Provinces and officials of 
the Maritime Transportation Commission. These consultations were designed to 
facilitate a broad approach in analyzing and making representations regarding 
a problem of vital concern to the continued maintenance of national unity. 


This is the case of the Province. On behalf of the Government of Sask- 
atchewan, I take this opportunity of expressing appreciation for the work of the 
Technical and Economic Committee in the preparation of the Submission. I also 
wish to thank the Advisory Committee, the consultants, the government depart- 
ments and agencies, the various organizations appearing at the Regina Hearings 
and many others who have shown their interest in dealing with a problem which 
is of such vital importance to our continued prosperity and development as a 


Province. 
L,. F. McIntosu, 


Minister of Co-operation and Co-operative 
Development. 


GOVERNMENT OF THE PROVINCE OF SASKATCHEWAN 


Regina, September 10, 1949. 


THE HONOURABLE W. F. A. TurGeEon, K.C., LL.D., 
Chairman, 

Royal Commission on Transportation, 

Ottawa, Ontario. 


I have the honour to present herewith the Submission of the Province 
of Saskatchewan to your Commission. 


It will be observed that its arrangement does not follow precisely the 
order in which the various points are dealt with in the Outline of Rep- 
resentations filed by this Province and dated April 26, 1949. It is believed, 
however, that the case on behalf of this Province has been developed in 
a clear and logical manner. 

It is the earnest hope of the Government of Saskatchewan that this 
Submission may be of assistance to the Commission in the task before it. 


Yours faithfully, 


L. F. McIntTosuH, 


Minister of Co-operation and Co-operative 
Development 
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PART I 


THE SASKATCHEWAN ECONOMY 
1. Introduction 


The Saskatchewan economy is peculiarly dependent on rail transportation 
because of distance from markets, a high degree of economic specialization, 
and the bulkiness of products bought and sold. 


It is scarcely necessary to stress the geographic location of the Province. 
Producers and consumers in Saskatchewan are farther from the markets in 
which they buy and sell than are those of any other province. Furthermore, 
the hundreds of additional miles which lie between the Saskatchewan economy 
and its markets can be bridged only by rail transportation since neither 
inland nor ocean waterway facilities extend to the central plains area. The 
competition of ocean and lake carriers which offsets to some extent the loca- 
tional disadvantages of other parts of Canada is of little relative benefit 
to Saskatchewan. 


Saskatchewan has a considerable variety of natural resources including 
those basic to agriculture, mining, forest production and fisheries. Like 
most other communities, however, the Province is lacking in certain important 
resources which contribute to economic diversification. It may be stated 
with some definiteness that the payment of high freight charges has impeded 
diversification and in the meantime, for several decades, the grain lands of 
the Province have become less and less productive. In providing a basis for 
labour productivity, under present conditions, the agricultural resources of 
the Province possess an overwhelming advantage over all or any of the other 
resources, and among the various agricultural possibilities which exist, the 
climate, soil and topography of the Province compel a high degree of special- 
ization in the production of wheat, with lesser attention to coarse grains, 
livestock, and dairy products. 

The Saskatchewan economy has developed, therefore, as a highly special- 
ized, staple-producing economy relying heavily on export markets. As a 
corollary of this, capital and consumer goods produced locally constitute a 
small proportion of total requirements, with the result that there is heavy 
reliance on distant sources of supply. Agricultural products normally rep- 
resent from seventy-five to eighty-five per cent. of the net value of pro- 
duction in Saskatchewan. The manufacturing which has developed in the 
Province and which accounts for approximately one-tenth of net provincial 
production is chiefly concerned with the processing of agricultural products 
such as wheat, livestock, and dairy products. Saskatchewan’s manufactured 
goods therefore must go to outside markets along with the raw materials 
of the Province, and their existence reduces only slightly the degree of special- 
ization which characterizes the provincial economy. 


The urban communities of the Province do not represent any essential 
modification of the specialization of the provincial economy. These com- 
munities are primarily, and in the great majority of cases exclusively, market 
centres which serve to assemble the farm produce of the region for export 
and to distribute the merchandise which has been imported. They are 
indispensable to the farming community and their prosperity is wholly depend- 
ent on the prosperity of the farmer. 
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As in any staple-producing region, transportation costs are of the utmost 
importance in determining the margins of profitable employment of labour 
in Saskatchewan. A general statement of the significance of such costs is 
that the production of the Province nets its producers the world price less 
freight to world markets, while at the same time goods purchased in the 
Province cost the purchasers the world price plys transportation costs from 
their point of origin. The real productivity and real income of labour in 
the Province, therefore, depend upon the comparison of these two monetary 
measures in each of which transportation costs is of major importance. 
Any relative lowering of transportation costs in the prairie region or on 
merchandise going to or from the prairie region holds the promise of marked 
expansion in the economic activity of the region. Any pronounced upward 
revision of railway rates must seriously narrow the margins of economic 
productivity in the Prairie Provinces. 


The question of the value of products in comparison to their bulk is 
important in assessing the impact of freight charges upon an economy. It 
is a truism that commodities of high value in relation to their bulk are less 
affected by transportation rates than are commodities comparatively low in 
value in relation to their bulk. This fact may have regional significance 
depending upon the types of commodities concerned. 


The fact is that agricultural products in general are of comparatively 
low value in relation to their bulk and the regional significance of this in 
terms of transportation charges is clear. As for the merchandise imported 
into the Prairie Provinces, in general it is of considerably greater value in 
relation to agricultural produce. Nevertheless Prairie Province imports are 
bulky and cumbersome, the most striking illustrations being offered by farm 
machinery, automobiles, building supplies and canned goods. 


The technology of the wheat farm has been revolutionized within the 
past twenty years. Wheat growing has, as it is commonly said, become 
mechanized. One significant result of the process of mechanization has been 
to increase greatly the relative importance of transportation in the wheat 
economy. Revolutionary improvements in the internal combustion engine 
and in equipment to be so powered have practically displaced horses. This 
has, in effect, moved labourers away from prairie farms into eastern factories 
and industrial towns. Farm labour which a generation ago was engaged in 
raising and caring for western work horses, in driving them in the fields, 
and in raising vast acreages of feed for them, is no longer needed for these 
purposes. Instead the equivalent labour is engaged in the manufacture of 
power equipment and tractor fuel and in the transportation of these products 
from distant centres to the wheat growing region. 


Wheat farming is thus even less self-sufficient and more reliant on trans- 
portation facilities than it was a generation ago. Instead of raising his own 
instruments of power and fuel the farmer imports them, and produces and 
exports extra wheat with which to pay for them. The railways are not only 
indispensable to the new agricultural technology, but stand to gain sub- 
stantially greater traffic thereby. 


_ Railway freight rates can do much to advance or retard the mechani- 
zation of prairie farms. Any serious upward revision of such rates would 
tend to check the use of power equipment in the prairie economy. ‘This 
would react against the economic interests of the wheat farmer, the eastern 
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manufacturer and industrial labourer, and against the railways through 
loss of traffic. 


Saskatchewan’s natural resources are such as to render any appreciable 
measure of provincial economic self-sufficiency impossible under present con- 
ditions. Adequate transportation facilities at reasonable rates are, therefore, 
not merely the condition of a greater or lesser degree of prosperity but are 
necessary for the survival of the provincial economy. 


Evidence presented to the Commission at its hearings throughout Canada 
has emphasized the tremendous influence exerted on the Canadian economy by 
the freight rate structure. There is probably no other form of charge for 
service which directly or indirectly affects each individual citizen miore than 
rates charged for the transportation of goods by rail. For the Province of 
Saskatchewan, depending almost entirely on rail transportation for the export 
of primary products and for the import of vast quantities of producer and 
consumer goods, the impact of freight rates bears heavily on a regional 
economy strained in the interest of national policy. 


2. Railways, Settlement and Agricultural Development 


The geographical disadvantages of the Province of Saskatchewan, arising 
from its mid-continental position, are obvious. The Rockies and the Selkirks, 
with all the difficulties they offer to transportation, separate us from the 
Pacific coast. A thousand miles of wilderness, yielding relatively little in 
the way of revenue freight, separate us from the industrial areas of Ontario 
and Quebec. A further non-productive stretch of territory separates us from 
the ports of the Maritime Provinces. 


Nature denied Saskatchewan any effective alternatives to rail transporta- 
tion for the movement of freight. There is a complete lack of water routes, 
whereas in eastern Canada natural waterways, supplemented by canals con- 
structed at great expense to the nation as a whole, provide producers and 
consumers with alternative forms of transportation which in turn have 
exerted tremendous competitive pressure on rail rates in that part of Canada. 
In addition the natural resources of Saskatchewan have set limits to popula- 
tion density, and consequently, to the building of hard-surfaced highways. 
Weather conditions during a large part of the year prevent highway trans- 
portation on anything but a minor scale. Thus the movement of goods by 
motor carrier is restricted and the bulk of all traffic must move by rail at 
rates virtually unaffected by truck competition. 


On the other hand, Saskatchewan offers many geographical advantages 
to railway construction and maintenance, the benefits of which, it is submitted, 
are not reflected in the freight rates which its people are called upon to 
pay. Railway construction costs were low due to the nature of the terrain, 
gradients are easy, curvature is slight, there is a minimum of cuts and fills 
of an expensive kind, and there are no serious terminal problems. Mainten- 
ance costs likewise are reduced to a minimum. ‘There are no parts of the 
right of way where the danger of rock slides requires constant patrolling and 
rock scaling or regular snow removal. The dry climate ensures the maximum 
life of ties and wooden structures. It may be fairly stated that Saskatchewan 
probably offers greater encouragement to cheap and economical railroading 
than any other region in Canada. 
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As a matter of national policy, which will be analyzed in some detail 
in its various aspects in Part II below, the Government of Canada determined 
that a transcontinental railway should be built wholly within Canadian ter- 
ritory rather than follow the more obvious route which would have necessi- 
tated a portion of the line passing through the United States. This was 
done at very considerable cost not only in construction around the rocky 
north shore of Lake Superior but in operation since. This portion of the 
route involves sharp curves, constant patrolling, periodical scaling to avoid 
rock falls, and above all produces little revenue traffic. It merely supplies 
a traffic “bridge” between eastern and western Canada. 

The national policy of an all-Canadian railway lent support to a “‘Nation- 
al Policy” of trade and tariffs which could visualize an industrial eastern 
Canada, linked to the West by rail, supplying the demands for producer and 
consumer goods which would develop with the opening of the prairies to 
agricultural settlement. ‘he national policy to settle the West and promote 
an east-west flow of trade again revealed itself in 1897 when lower rates 
were agreed upon by the C.P.R. and the Government under the terms of 
the Crow’s Nest Pass Agreement for the movement of grain and certain 
grain products from the prairies to the east for export and, originally, for 
the westward movement of a wide range of consumer and producer goods. 
Thus while natural features of soil, topography, and climate determine the 
productive capabilities of Saskatchewan, its settlement was undertaken and 
its development has been largely circumscribed in the interest of national 
policy. 

The contribution of Saskatchewan to the economic development of Can- 
ada has been closely related to the provision of transportation services. A 
brief historical review of the basis upon which the prairie west was settled 
may assist perspective. After Confederation, in 1867, there followed a lengthy 
period of economic inactivity in Canada coinciding with the world depression 
which commenced with the economic collapse in 1873. In Canada the 
depression ran its full course until 1896, and not even the completion of 
the Canadian Pacific Railway in 1885, despite the great expectations which 
this project had engendered, was sufficient to induce economic recovery. The 
initial development of western Canada required the impetus of favourable 
conditions in remote parts of the world and the influence of world affairs 
has, in large measure, conditioned the economic well-being of western Canadian 
producers ever since. 

A number of factors, admirably summarized in the Report of the Royal 
Commission on Dominion-Provincial Relations, facilitated opening up of the 
Canadian prairies to wheat production at the beginning of the twentieth 
century: 


“After 1896, the industrialization of Western Europe and the 
United States proceeded at a pace which amounted almost to a 
second industrial revolution. In the United Kingdom, France, 
Germany and the United States, the output of pig-iron and coal 
doubled between 1895-99 and 1910-14. The rapid growth of 
population, combined with the crowding of people into large 
industrial cities, created a rising demand for foodstuffs, particular- 
ly cereals. The full impact of this demand was felt in Canada. 
Hitherto the American West had been the granary for the expand- 
ing industrial population of Europe. But most of the good 
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American lands had been taken up and it was natural that further 
demands for grain would push the frontier into the open plains 
of the Canadian Northwest.” ! 


Other conditions were also favourable: 


‘Between 1896 and 1909-13, . . . the average of the prices of all 
Canadian exports increased 32 per cent, that of grains and flour 
increased 62 per cent and the price of wheat at Liverpool in- 
creased 33 per cent. On the other hand, the average of the prices 
of Canadian imports rose only 24 per cent and that of man- 
ufactured goods 20 per cent in the same period.’’? 


Freight rates, both ocean and rail, underwent substantial reductions. 
Ocean rates in 1896 were only about half the level of 1870-75 and continued 
their downward trend until 1908. In 1897 the Crow’s Nest Pass Agreement 
fixing rates on grain and grain products eastward and rates on certain 
consumer and producer goods westward was signed by the Canadian Pacific 
Railway and the Dominion Government. In the words of the Royal Com- 
missioners: 


“The great decline in transportation costs, the increase in the 
prices of cereals and the relative cheapening of the factors which 
entered the costs of production, i.e., manufactured goods and 
imports in general, suddenly brought the virgin resources of the 
Prairies within the scope of the international market and within 
the range of profitable exploitation.’’? 


Thus the fundamental prerequisites both for the initial development and 
for the survival of the prairie economy are an effective world demand for 
wheat, rail transportation facilities, and low freight rates. 


As already indicated, it is not proposed at this point to deal at length . 
with the impact of national policies in all their ramifications. However, 
some reference must be made to those concerning the settlement of western 
Canada. Policies adopted in opening up and developing the prairie west 
were intricately bound up with and indeed formed part of the whole policy of 
Canadian nationhood. Confederation and the consolidation of British hold- 
ings on the North American continent required the expansion of settlement 
in the Canadian prairies. As the Rowell-Sirois Report points out the Dom- 
inion Government had control of all unoccupied lands in the Northwest and 
“Hence the occupation of them was directed by the national purpose of 
rapid and unhampered settlement.” The Report further states, 


“The favourable conjuncture of events after 1896 suddenly made 
the vast Canadian Prairie attractive to settlement. Another set 
of circumstances made it available almost as soon as its attractioa 
was felt. The comparative uniformity of conditions, the concen- 
tration on a single crop and the ease with which transportation 
facilities could be provided and cultivation begun in a grassland 
terrain, meant that practically the whole region became at once 


1 Report of the Royal Commission on Dominion-Provincial Kelations 
(Ottawa, King’s Printer, 1940), Book I, p. 66. 

2 Ibid., pp. 66-7. 

3 foul oa Ore 


12 


profitable and open for development. . . . Henceforth, the speed 
of development depended upon the availability of men and capital. 
The Federal Government threw its energies and resources into 
the provision of both.’’4 


This rapid expansion to meet the needs of national policy was made 
possible by concentration on a single crop. That single crop was wheat. 
The great staple commodity produced in such quantity and quality in western 
Canada became a fundamental instrument of Canadian settlement policy. 
Its vital importance was clearly recognized by the action of the Government 
of the day in entering into, and by Parliament in its ratification of, the 
Crow’s Nest Pass Agreement with subsequent protection by statute of the 
integrity of the rates so prescribed. 


The beneficial results of this policy of western development predicated 
upon the wheat economy flowed to all other parts of Canada and, as the 
Rowell-Sirois Report declares: 


“| . brought the realization of the economic objectives of the 
Confederation scheme. The Northwest was settled and the Fed- 
eral Government was able, through its policies and projects, to 
ensure expansion in the older communities of Canada on the basis 
of that settlement. These communities, restricted by the exhaus- 
tion of their own frontiers and confined to a precarious dependence 
on their own foreign outlets, received a new stimulus from the 
highly specialized exporting industry on the Prairies which had 
become the country’s principal economic contact with the external 
world. Wheat transformed the static and isolated regions into 
an integrated and expanding national economy. ‘The rising pros- 
perity which accompanied this growth in interdependence fortified 
the political structure of Confederation with a common material 
interest and a national spirit such as had never existed before.’’® 


Agricultural settlement in Saskatchewan was, nevertheless, made possible 
only by the construction of transcontinental railways and branch lines. At 
the beginning of the century the Canadian Pacific Railway main line travers- 
ed the southern portion of the prairie area but, with the exception of short 
extensions of lines from Manitoba serving a limited area in eastern Sask- 
atchewan, branch lines were confined to one running from Regina through 
Saskatoon to Prince Albert and another from Moose Jaw through Estevan 
and thence through American territory to St. Paul. Prior to 1900 agricul- 
tural settlement made relatively little progress but after 1900 railway construc- 
tion encouraged expansion and in turn was stimulated by the rapid influx 
of population. Prairie conditions facilitated rapid and relatively inexpensive 
railway construction and mileage increased greatly in the first decade of the 
century. Settlement tended to anticipate the laying of steel on the semi-arid 
plains but branch lines were extended into that area between 1911 and 1916. 
Following the interruption caused by the first World War construction was 
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resumed and the present network of railways serving, and being supported 
by, Saskatchewan agriculture was practically complete by 1930. § 


The close inter-relationship existing between railways and settlement 
in a pioneer country has been emphasized by many economists and historians 
in reviewing Dominion land policies in Canada. Large grants of public lands 
were made by the Government of Canada to the C.P.R. and Dr. Carrothers 
has pointed out that “the Canadian Pacific Railway . . . became directly 
interested in the colonization of the prairies for two reasons, first, for the 
disposal of its land, second, to provide traffic for its lines’ 7 while Professor 
Morton, the historian, was led to observe that grants of public lands ‘‘made 
the Canadian Pacific, next to the Government, the most potent immigration 
agency in the country.” 8 

Saskatchewan, as a Province, came into being in 1905 in the era of 
active settlement promoted by the Dominion Government. Before consider- 
ing the results of this rapid expansion in a new country, Table I may be 
useful in illustrating the rapidity of population growth in the years immediat- 
ely preceding, and for the period since the granting of provincial status, 
the subsequent reverses and rural-urban shifts of population. 


TABLE I 


Population of Saskatchewan and Distribution Between Urban and 
Rural, 1901 to 1946. 


Yea Total Rural Urban Rural Urban 
per Cent: per cent. 
1901)....::\0thh eee eee 91,279 77,013 14,266 84.37 1563 
19063... eee 257,763 209,301 48,462 81.20 18.80 
191 be See eee 492,432 361,037 131,395 UY 26.68 
1916). eee 647,835 471,538 176,297 72.79 DY Pi 
1921. Jie ee Yhey bee 0) 538,552 218,958 TSANG 28.90 
199.62 cote. ciel oe ee 820,738 578,206 242,532 70.45 20RD 
1930 toe eee oe ee 921,785 630,880 290,905 68.44 Bile NS 
1936..4.5°53. eee 931,547 651,274 280,273 69.91 30.09 
1944 osc. eee 895,992 600,846 295,146 67.06 32.94 
1946.03 ee 832,688 515,928 316,760 61.96 38.04 


Source: Census of the Prairie Provinces, 1946, and preceding censuses. 


The agricultural growth of the Province over the same period, as 
reflected in the number and area of farms and acreage under field crops 
is set out in Table II. 


6 It may be well to note here that despite this rapid extension of rail 
services overbuilding has not been a marked characteristic of railway 
expansion in the Prairie Provinces, for, as Dr. Mackintosh observes 
after reviewing the difficulties which overwhelmed the Grand Trunk, 
the Grand Trunk Pacific and the Canadian Northern and forced the 
Dominion to take them over, “‘it is only fair to say that the disaster 
resulted from over-construction not in the Prairie sections but in North- 
ern Ontario and Quebec and in British Columbia.” (W. A. Mackintosh, 
Economic Problems of the Prairie Provinces, Toronto, 1935, p. 35). 

7  W. A. Carrothers, History of Immigration Policy and Company Colontz- 
ation, Part II, Chapter ii, as cited in G. E. Britnell, The Wheat Economy, 
(Toronto, 1939), pp. 34-5, from proofs kindly lent by the Macmillan 
Company of Canada. 

8 A. S. Morton, History of Prairie Settlement and “Dominion Lands” 


Policy (Toronto, 1938), p. 65. 
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TABLE II 


Number and Area of Farms and Acreage under Field Crops in 
Saskatchewan, 1901 to 1946. 


Average Average Acreage 
Acreage of Occupied Improved Under 
Number Occupied Acreage Acreage Acreage Field 
Year of Farms Farms Per Farm Improved Per Farm Crops 
OOD cewest: cts: 13,445 3,833,434 Dery i 1,122,602 S340 655,537 
OOO Rot ce ate 55,971 3,271,436 
1 mera terranes 95,013 28,099,207 295.7 11,871,907 125.0 9,136,868 
LOMO Teese 104,006 36,800,698 30925 19,632,206 188.8 13,973,382 
TO Doles eteercecote 119,451 44 022,907 368.5 25,037,401 209.6 17,822,481 
ODOM eter reese 117,781 45,945,410 390.1 27,714,490 D3oR8 19,558,964 
MDS een Seed cient oes 136,472 55,673,460 407.9 33,548,988 245.8 22,126,329 
NOS Ores wees. cect eters 142,391 56,903,639 399.6 33,631,608 RIO); 2 21,967,167 
UA ie ct8), sauces 138,713 59,960,927 432.3 SO, 01, O20 IRA) 19,735,296 
LOAGR Ee cote 125,612 59,416,127 473.0 35,590,239 283h5 22,361,732 


Source: Census of the Prairie Provinces, 1946, and preceding censuses. 

In the first two decades of the present century, more than 100,000 new 
farms were established, involving an additional farm area of upwards of 
40 million acres, an increase in the improved acreage of about 24 million 
and an increase in the area under crop from slightly over half a million 
acres to almost 18 million acres. In the next fifteen years, the number, 
area and size of farms increased much more slowly and irregularly. Since 
1936 the number of farms has declined although both the occupied and the 
cultivated areas in farms have increased slightly and the average size and 
cultivated acreage per farm have increased substantially as holdings have 
been consolidated to promote more efficient production. 

The distribution of rural and urban population in Saskatchewan indicates 
the predominant position of agriculture in the provincial economy. Com- 
parative statistics showing the percentage distribution of the gainfully 
occupied in Canada in each of the Prairie Provinces (Table III) serve to 
emphasize this point still further. 


TABLE Il 


Percentage Distribution of Gainfully Occupied* by Industry Groups 
for the Prairie Provinces and Canada, 1941. 


Industry Groups Manitoba Saskatchewan Alberta Canada 
per Cent, per cent. per cent. per cent. 
ACETIC UCU ene eee tema ete: 34.73 Sess: 49.02 2519 
Forestry, fishing and trapping... DM 1.18 1.44 3.45 
Mining (including milling), 
quarrying and oil wells............ 1.29 0.33 3.46 BPD 
INA yak OAC TOV DOF cogecnonodcecenacodcenncenonne 202, 4.82 7 On 23.10 
Electricity, gas, and water 
production and supply ............ 0.50 On23 0.36 0.61 
GOTStRICtION:.. per acth csc pee: 4.65 2.08 3.60 Se25 
Transportation and 
COMMUNI Cat OM- mere tee eee. 8.22 5.95 6.26 6.35 
pad ee eee Schone en eee 12.92 7.97 ORs 11.08 
Finance and insurance.................. Da) TS ib goxs) Dee 
Senvicer sete ne: es 18.97 16.05 16.83 18.91 
Noctstated ss... ieee eee eee 0.88 0.93 0.61 1.10 
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.00 
* Not including Active Service. 


SouRCE: Eighth Census of Canada, 1941, Volume VII: Occupations and 
Industries, (Gainfully Occupied, 14 years of Age and Over, for 
Canada and the Prairies). 
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Thus Saskatchewan has emerged as the greatest producer of foodstuffs 
for export in the Dominion but remains, by contrast, with the exception 
of Prince Edward Island, the least industrialized of all the provinces of Canada. 
This situation involves virtually complete dependence on distant sources of 
supply for vast quantities of consumer and capital goods, practically all 
of which must be brought into the Province by rail. ‘The problem of dis- 
tribution of such goods to producers and consumers does not, however, stop 
there. The distributing structure within the Province grew up to service 
the needs of vast areas and a relatively sparse population: 


‘Railway branch lines radiate from the principal cities of Sask- 

atchewan and these centres can scarcely be said to have any 

commercial or industrial existence independent of agriculture. . . 

The cities serve for the most part as distributing centres for the 

agricultural community so that rail transportation and wholesale 

trade absorb the energies of a large part of their populations... . 

The wholesale business is concentrated in a few distributing centres, 

of which Regina and Saskatoon are by far the most important, 

though wholesale services are extended from smaller distributing 

points such as Moose Jaw, Prince Albert, North Battleford, 

Swift Current, Weyburn, and Yorkton.” ® 

The number of distributing points in Saskatchewan is small in relation 
to the great expanse of the settled area of the Province. As a result it is 
probably true that rail movement of less than carload quantities involves, 
on the whole, longer hauls than are the rule in other provinces. This has 
the effect of pyramiding costs to the purchasers of consumer and capital 
goods, and at least one Saskatchewan consumer group emphasized that these 
costs bear most heavily on the outlying fringes of settlement. 1° 


3. The Wheat Economy 


Wheat production occupies a more significant position in the economic 
life of Saskatchewan than in that of any other province. Mixed farming, 
dairying (usually associated in this Province with wheat growing or determined 
by proximity to the larger urban centres), and ranching are important, 
but the production of wheat is the major concern of more than 80 per cent. 
of Saskatchewan farmers. Two-thirds of the land annually seeded to field 
crops is devoted to the production of wheat, and of the remaining one-third, 
oats, grown by the farmer largely for the feeding of his livestock, claim the 
larger part. Over a large part of the prairie plains the proportion of wheat 
to all other field crops rises to more than 80 per cent. and in the drier areas 
to over 90 per cent. Intensive specialization in wheat relative to other 
grains on the semi-arid plains is a result of the great drought-resisting cap- 
acity of wheat and the extremely high quality of the wheat produced. Ranch- 
ing ‘is a competitor with wheat in the drier areas of the plains region but 
diversification, or mixed farming, necessitating extensive production of forage 
crops, is generally negligible. 

Wheat acreage expanded rapidly from the opening of the century until 
1921 but has since remained relatively stable (Table IV). For the last 
quarter of a century Saskatchewan has accounted for approximately 60 per 


9 GG. FE. Britnell, The Wheat Economy (Toronto, 1939), pp. 23-4. 
10 See Submission by Saskatchewan Homemakers’ Clubs to The Royal 
Commission on Transportation (Regina, June, 1949, mimeo.). 
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cent. of the total western wheat acreage. Since, however, Saskatchewan 
has shown the largest variations in yield per acre, her contributions to total 
wheat production have varied greatly although over the last ten years she 
has produced nearly 60 per cent. of the total prairie wheat crop. 


TABLE IV 


Area, Yield and Production of Wheat in Saskatchewan and in the 
Three Prairie Provinces, 1900-1949. 


(Area and Production in thousands.) 


SASKATCHEWAN PRAIRIE PROVINCES 

Year Acreage Yield Production Acreage Yield Production 
bus. bus. bus. bus. 

OOO or. ca nee Serres 487 8.8 4,306 2,495 9.4 Dey Asi) 
OOS re cieceeeeat erste 1,376 Doan 31,799 3,941 20.9 82,462 
ESO] o eemeenpa ad ceeatpcecccetctee Pye 5,062 
LOO, ececclt Se ueeee emerreeee 2,396 14.5 34,742 5,624 ORS 91,853 
TOO GR. tere sees ees 3,685 23 85,197 6,878 21.4 147,482 
19d Oe ere ee eer 4,228 15.8 66,979 7,867 14.0 110,167 
LOWES ar ces erate S20) 20.8 109,323 9,990 20.9 208,697 
1LOUZEA Seah aie eee Soke 1OR2 106,960 10,011 20.4 204,280 
TON SHAE oaRs. re, see cemeees 5,720 Pile 3) 121,559 10,036 20.9 209,262 
OTA aenceesustad sue secteteens 5,348 1S}. 1 73,494 9,335 aReesik 140,958 
g ILO eae Se GU ie tert cae 8,929 eye ih 224,312 13,868 26.0 360,187 
DOMO SOE. coe eres 9,032 16.3 147,559 14,363 16.9 242,314 
LOWS ote, <<... ace 8,273 14.3 117,921 13,619 ile. (S 2112953 
DIO US ee tes accs sacee tema tens 9,249 10.0 92,493 16,125 10.2 164,436 
TOTO Ne os; \aoeree eens 10,587 8.5 89,994 17,750 9.3 165,544 
192 Oe cs tnceenn eee 10,061 12 HT S135 16,841 1329 234,138 
QOS coc. Stites eer ee Sept 13.9 188,000 Boe N33 12.6 280,098 
ODD ee ee 125352 20.3 250,167 PAR 223, Waa 375,194 
LOD SM Meee rit ce esteem 12,791 DA 2 271,622 20,880 DALAT 452,260 
TODA Ray ven fee eere eee eae 13,033 1OR2 132,918 21,066 lah 235,694 
LO DD ce ccriviceen omer eee 12,509 18.8 DSS Aq D 19,760 18.6 367,058 
LODO eRe HES seen 13,558 16.2 219,646 21,805 7S 380,765 
IS PAT Se cory ce Ecce hese 12,979 LORS 252,500 21,426 De, 454,559 
1928 >. Beet a eee 13,791 DSS SVAN DS MoO PES) 544,598 
DAS AD eats Sek clots tle Ss 14,445 ahaa 160,565 24,197 TLS 279,336 
LOS Ott oscctveneetacea neni: 14,326 14.4 206,700 23,960 16.6 397,300 
OS Pe etre ree Oe ee 15,026 8.8 132,466 25,586 11S 301,181 
ANSE W Aas merase ee pee Ue 15,543 TOmO 2A So 26,395 16.0 422,947 
VOS3 EE Hie Tease. a 14,743 8.7 128,004 PASAT 10.4 263,004 
LOSA woke cee ee 13,262 8.6 114,200 23,296 les 263,800 
TOSSM LT Ae een een 13,206 10.8 142,198 23,293 hos) 264,096 
LOB Get oii Ge enue 14.744 7.5 110,000 24'838 8.1 202/000 
TOS Tea eset tenet 13,893 2.6 36,000 24,599 6.4 156,800 
193 SUN crm Oe eens eeee 13,793 10.0 137,800 24,946 Ses 336,000 
LO BO Os dice tye tsceceees 14,233 19.1 271,300 25rO1S 19.1 494,000 
OA it cexseear eee ea een es iS Syl 17.1 266,700 27,750 18.5 513,800 
MOA Stee steer, ep Pree oe 1B AVA 12.0 147,000 21,140 14.0 296,000 
LOA PRM tics Oo cee 125353 24.7 305,000 20,653 2550 529,000 
LOLS preharare yarn se eee, 9,622 WOR 146,000 16,091 16.6 267,800 
OG Ree ccd a Seiet eee 13,200 18.3 242,100 22,444 1735 391,700 
[OAS erate tens eee 13,610 12.4 168,100 22,566 13551 294,600 
QA OP leak Trae eee 14,226 14.6 208,000 Howl 16.6 393,000 
OA EMRE? Ata See Oe ON # 14,226 WDD) 173,000 DOr oO Sai) 320,000 
OY eee rare Ac eer ei a ol 14,389 1S} 191,000 23,045 15.8 363,000 
1940 ee eee 15,737 11.9 187,000 26,490 12.9 342.000 


* September estimate, subject to revision. 


SourRcE: Dominion Bureau of Statistics. 
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, Table V shows the area and production of coarse grains and flaxseed 
in Saskatchewan overt the past half-century and helps to bring these crops 
into proper perspective as compared with wheat. 


TABLE V 


Area and Production of Coarse Grains and Flaxseed in Saskatchewan, 
1900-1949. 


(Area and Production in thousands.) 


OATS BARLEY RYE FLAXSEED 

Year Acreage Production Acreage Production Acreage Production Acreage Production 
bus. bus. bus. bus. 

1900. erste 142 2215 1B, 187 1 12 
19053 eee 606 25,624 41 1,196 1 20 36 487 
1906: Foner 902 78 3 109 
190830 Peace 930 29,205 81 1,952 3 44 110 1,144 
1 B08. <.. Scacoknens 1,847 91,796 135 4,493 3 38 110 1,787 
1910. e eee 1,888 58,923 130 3,061 1 12 506 3,893 
LOLT sy eee 2,333 107,542 274 8,658 2 61 1,154 13,039 
LW emery 8 SN OE er 292 9,595 3 ou 1,780 23,033 
1013" cc 2,155 114,112 Sey? 10,421 3 68 1,386 15,579 
1914, ee 2,520 61,816 290 4,901 3 54 958 6,131 
NOLS i -.:<8 ee SSO 145,066 300 9,523 7 203 395 SRS 
19165... cee SIOZ 163,278 367 9,916 23 548 542 6,692 
190): 3 4,522 123,214 670 14,068 53 998 754 4,711 
1913... eee 4,988 107,253 699 11,888 123 1,420 841 4,205 
1919.2 20a" een 4,838 112,157 493 8,971 190 2,000 930 4,490 
1920. oes SO 141,549 519 10,501 172 SE Fe dey Be pa 5,705 
1921 ee. 2D OSD ame OR OAS 498 13,343 1,208 13,546 427 3,230 
1922. ARE. Sona! 5,098 179,708 636 18,511 901 - 16,164 466 4,079 
10238 Leet 4,899 218,075 640 19,278 569 8,582 466 5,494 
POZA. Set, ee 4,942 97,345 954 17,360 178 2,507 927 6,119 
19250) ieee SY 102,297 858 18,105 191 2,850 692 4,870 
LOU Ole eee 3,921 110,193 872 21,891 307 5,454 520 3,744 
ODT ela oc ee aS 142,526 926 27,129 358 8,561 Seed) Selle 
1928.24 ....2.05 4), ROO DO: 045 mane OPA 44,266 A71 8,412 279 2,654 
GDF sarasncacs «ns aes 68,944 2,229 30,755 642 8,301 298 1,462 
NOS OR ae ee. eee 4,531 125,509 2,016 40,522 1,010 14,875 431 3,900 
1O3 1. eset cow 4,295 O1,700% q,375 14,340 528 2,396 509 1,820 
NOG 20) ees teen 4,365 107,400 1,329 23,400 482 5,190 381 2,200 
HOSS eee tee 4,571 75,422 1,228 17,560 305 ie 205 410 
1O34S 2. cee 4,625 64,288 1,088 12,403 346 1,320 iS 542 
1OSSRs eee 4,942 131,951 1,146 23,149 374 4,967 260 1,250 
19305 eee 4,684 65,462 1,302 16,627 336 1,489 366 1,240 
103 7 see ee 4,380 22,338 1,174 5,518 518 635 175 200 
1938i5 see 4,171 90,000 1,207 20,000 292 3,400 139 i225 
1939.5 ne 4,144 112,000 1,149 26,000 647 9,300 187 1,250 
1940.25 75 ee 3,880 OOO aos! 23,500 607 7,000 V82 1,650 
1941). ee 4,030 72,500 1,661 26,700 525 Sot 681 3,718 
1942)... 2a 4,902 255,000 2,468 92,000 847 15,000 1,056 10,500 
1943...:40 eee 6,482 200,000 3,316 80,000 340 3,800 2,084 11,500 
1944... eee 5,640 198,000 2,698 72,000 397 4,800 939 6,400 
1945... BAW 143,000 2,672 54,500 259 2,620 655 3,800 
1946: nn ee 4,329 100,000 2,317 43,000 406 4,005 455 2,594 
1947 <2. eee 3,983 80,000 2,780 45,000 704 6,780 700 4,200 
1948. 2 ees 3,652 89,000 2,316 42,000 1,238 10,500 600 4,740 
1949*: 228 3,381 91,000 1,800 34,000 690 4,500 132 750 


* September estimate, subject to revision. 


SOURCE: Dominion Bureau of Statistics. 
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Saskatchewan accounts for somewhat more than one-third of the oat 
acreage of Canada and about one-half of the oat acreage of the Prairie Prov- 
inces. Nevertheless, the volume of shipments out of the Province fluctuates 
widely since most production is for livestock consumption on the farm: 
Acreage increases in the carly nineteen-forties were a reflection of wheat 
surpluses and of wartime needs for livestock and livestock products. Oat 
production in the Province shows wide variations since the crop is particularly 
sensitive to drought conditions. Conditions for production are relatively 
more favourable in the park belt than in the plains areas where the decline 
of the horse as a means of power has steadily tended to reduce acreages. 
While the greater part of the Province’s production is normally marketed 
in the form of livestock and livestock products, problems of disposal of oat 
surpluses in outside markets arise from time to time. 


In recent years Saskatchewan’s barley acreage has shown a substantial 
increase with the Province at times occupying the position of the largest 
producer in the Dominion. Like oats, however, barley is highly susceptible 
to drought and as a result has been grown most extensively in eastern and 
northeastern areas of the Province. High grade barley of malting quality 
is grown in the area around Preeceville, Canora and north-east of Yorkton, 
in east-central Saskatchewan, and a fairly sizeable export business has grown 
up with the United States in yellow seeded smooth-awned barley. 


Rye is very much less important in the economy of the Province than 
other coarse grains. Vields and, under normal conditions, prices as well 
have been such as to offer little encouragement to its production. The 
greater part of the rye acreage is found on light sandy soils in chronic drought 
areas where it is frequently sown in the fall to check soil drifting. The his- 
tory of rye production in the Province has been marked by extreme fluctua- 
tions in acreage, in yield and in price. 


The provincial production of flaxseed is of slight importance. In World 
War II flax acreage increased in response to the need for greater production 
of oil bearing crops, yet even during this period of good prices and active 
demand the area sown to flax fluctuated widely reflecting the persistence 
of production problems. In more normal times demand has also been un- 
certain and competition from other sources of supply has been keen. A 
return to such conditions was indicated in the spring of 1948 when this crop 
was declared surplus by the United States government and a sharp drop in 
price followed the resulting collapse of E.C.A. financed markets. 


The dominant position of wheat in the economy of Saskatchewan and 
the violent fluctuations in farm income are both emphasized in Table VI 
which shows the estimated cash income from the sale of farm products in 
Saskatchewan from 1926 to 1948 inclusive. Various factors such as the in- 
cidence of drought conditions, national policy and wartime demand, have 
operated, from time to time, to reduce the income from wheat and to increase 
the relative importance of other sources, particularly livestock and livestock 
products. When practicable and economic, diversification is to be welcomed 
and the sections following will deal specifically with each of the segments of 
the agricultural economy of the Province. Vet the fact remains that proceeds 
from wheat form the actual backbone of provincial farm income. Any 
circumstance, domestic or international, which affects wheat vitally affects 
Saskatchewan. 
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TABLE VI 


Estimated Cash Income from the Sale of Farm Products in 
Saskatchewan, 1926-1948. 


(Value in millions of dollars.) 


Coarse (1) Certain 
Grains Cattle Poultry All Govern- 
and and Dairy and Other ment 
Year Wheat Flax Calves Hogs Products Eggs Products Payments Total 
$ $ $ $ $ $ $ $ $ 
1926...... eee 240 17 9 8 if 5 5 291 
DOD rr ce 216 2 ila 7 6.5 4.5 4 Dips 
1S 2 te, td shot 256 29 13 6 7 5 5 321 
LOD OF a ee 184 23 12 8 8 5 5 245 
LOS OR ee en 85 9 6 7 6.5 5 Shs 122 
LOST eee 44 5 6 5 5 3 5 71 
LOS Pe ee we. 3! 59 4 4 Ss 4 2, 2 78 
HORSE ore oun 555 4 3 4 4.5 eis 335 77 
G34 wetted 62 8 5 i 5 3 3) 93 
ROS Seah nka 74 5 9.5 7 5 Bn 4 108 
UO SO Se casters 80 i 11 9 6 3 5 126 
INTs yee eee 35 5 19 9 fi 3 6 84 
19S Sees Oo, 64 Shy 6 4 7 4.5 i 93 
193 OO Shc 120 ff 9 5 6 6 5 2 160 
1940... 101.5 7 13 10 aes 6 6 7 158 
OA Wiener sites. 89 1, 16 it 13 9 6 18 180 
OD tes ost noche 75 35 23 ITS) 16 14 8 33 229 
1943 122 84 29 42 19 19 13 17 345 
1 Nor nacren (3)305 83 39 59 Dil 28 13 12 555 
1945 3o See (Qu SR5 Wik 52 31 19 o)0 8 WZ 3 413 
(OA Geen (3)208 59.5 56 19 20 ils} 12 12 400 
194 (eee (3)227 89.5 42.5 20 23 14 13 10 439 
19AS aed (3)292 66 80 Ditties) Di les 16 17 17 537 
(1) ee sheep and lambs, horses, hay, clover, potatoes, vegetables, wool, honey and fur 
arming. 


(2) Includes payments under the Wheat Acreage Reduction Act, the Prairie Farm Income 
Act and the Prairie Farm Assistance Act. 


(3) Includes amounts paid on account of Wheat Participation Certificates. 
SourcE: Dominion Bureau of Statistics (by correspondence with the Dom- 
inion Statistician, August, 1949). 

Survival of the Saskatchewan economy has involved constant efforts 
to reduce costs in order to meet competition in world markets. Machinery 
has played an important part in these efforts by the prairie wheat grower 
to increase his efficiency and reduce his costs of production. The trend 
to mechanization is illustrated in Table VII. The horse and horse-drawn 
implements have, in large measure, given place to the tractor, the motor truck 
the harvester-combine and other large-scale farm machinery. Following an 
initial period of rapid mechanization from 1921 to 1931 the trend was slowed 
down by drought and depression in the nineteen-thirties and by wartime 
shortages in the early nineteen-forties. Normal annual replacements alone 
are large and only part of the backlog of demand had been made up prior 
to the census of 1946 so that between 1946 and 1948 the wholesale value 
of sales of new equipment more than doubled while in the same period the 
Saskatchewan market absorbed more than one-third of all repair parts sold 
in Canada. !!1 The importation of this equipment and the large tonnage 
of repair parts from eastern Canada and the United States has in itself 
furnished an increasing volume of traffic for the railways. 


—— 


ae See Farm Implement and Equipment Sales in Canada, 1946, 1947, 1948 
(Ottawa, Dominion Bureau of Statistics, 1947, 1948 and 1949). 
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TABLE VII 


Number of Tractors, Motor Trucks, Combines and Gasoline Engines 
on Farms, Saskatchewan and Prairie Provinces, 1921-1946. 


Tractors Motor Trucks Combines Gas Engines 

Saskat- Prairie Saskat- Prairie Saskat- Prairie Saskat- Prairie 
Year chewan Provinces chewan Provinces chewan Provinces chewan Provinces 
ODI 3 eee 19,243 38,485 
1996. =a 26,674 50,136 S267 5,640 
TOSI ee ee eee: 43,308 81,659 10,938 Die oii 6,019 8,897 38,549 83,044 
LOSOR Peers: 42,050 81,657 10,338 21,293 6,420 9,827 39,194 86,152 
{lOAWN ee yrees 54,129 112,624 21,285 43,363 11,202 18,081 33,882 80,745 
MOL Garters 1, 596m 15d ol 27,756 Osi 22,498 38,870 43,062 98,907 


Sources: Preliminary returns of Census of the Prairie Provinces, 1946, 
and preceding censuses. 


The mechanization of prairie agriculture has resulted in a substantial 
change in the character and volume of western rail traffic. The Outline 
of Representations submitted by this Province makes reference to this fact 
in the following words: 

“The specialization of the Saskatchewan economy which creates 
large surpluses of agricultural products creates a corresponding 
inadequacy of the capital equipment and consumers’ goods re- 
quired in the province. These goods must be secured from 
distant producing centres and imported into the province, again 
with inescapable reliance upon railway or pipe line transportation 
services. The capital equipment required by the prairie wheat 
economy is bulky and cumbersome. Freight rates represent at 
best a heavy addition to its factory cost and a significant element 
in the farmer’s costs-of production.” (p.3) 


TABLE VIII 


Railway Loadings and Unloadings of Petroleum and its Products at 
Stations in Saskatchewan, 1932 to 1948. 


Petroleum Oils and Other 


Crude Petroleum Products Ex- 

Petroleum Gasoline cept Asphalt and Gasoline 

Year Unloaded Loaded Unloaded Loaded Unloaded 
tons tons tons tons tons 
TREE DA 9 As Sa eneot H eRe on Fe 241,103 96,700 113,503 62,811 85,983 
1G i dls bcd = amc) A eel a a 250,837 89,539 97,023 65,849 75,239 
LOS AR ae Tear r «eae eee eo 247,194 82,680 102,865 64,439 84,054 
TRO) Seencctred en Sone a aa oe ete ae 221,760 62,909 100,106 60,915 96,254 
OS Gx eae ween eset, 52S 318,530 85,287 115,054 64,323 76,726 
LO Sipe ee ee te aie eye 337,783 102,013 U5 OOF 63,585 55,290 
(Oo a alles eRe Oa eT AE 441,559 164,374 154,038 75,180 59,172 
HORIOD Ore Rete Ried oat Rete eae Shee 454,424 100,923 106,562 42,288 42,752 
fm Pe ae 551,348 89,650 95.115 48.075 37,228 
LOAN Serene men a ASN be Ls 600,858 112,146 97,364 71,288 51,265 
ROLDM Moe 5S, Sy, 6 5, 0 691,890 142,866 171,049 91,529 86,318 
[OAS 5 Stee 2 onthe fo oon liv ie 709,561 181,930 238,461 109,409 93,842 
i OE hal it oe Ne te a 907,392 197,523 250,666 86,638 92,293 
ICAL ok) ek nk ce ee i Be 863,658 178,550 199 436° 92,660 116,999 
OA OR eneierd pete an RE 2 4 890,559 163,785 Ply SOM 82,090 99,543 
OA Rene ye. 2) tr Share avid al Va de 893,446 109,473 239,781 96,410 137,135 
One See eee 977,891 135;537 229,485 106,174 161,734 


SourcE: Summary of Monthly Railway Traffic Reports (Dominion Bureau 
of Statistics, Ottawa). 
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Mechanization has also involved a spectacular increase in the consump- 
tion of petroleum products of all kinds. Crude oil for processing together 
with a large volume of the refined products required for the operation of 
mechanized equipment move by rail. The rail movement of crude petroleum 
into Saskatchewan for the last 17 years (complete data are not available 
prior to 1932) is shown in Table VIII together with the loadings and un- 
loadings of gasoline and petroleum oils and other petroleum products. The 
latter figures indicate that a substantial rail movement is involved in the 
distribution of gasoline and other petroleum products within the Province. 


The importance of the trend towards greater mechanization on farms is 
strikingly reflected in statistics on the consumption of non-taxable petroleum 
fuels in Saskatchewan, (Table IX). Saskatchewan Taxation Branch officials 
estimate that of the total non-taxable petroleum fuels approximately 80 per 
cent. is used for agricultural purposes and the remaining 20 per cent. by 
the small group of other non-taxable users. While undoubtedly some of the 
increased consumption during the war years was due to increased demands 
of the Department of National Defence it should be noted that, after a slight 
post-war dip, the trend has been very sharply upward. 


TABLE IX 


Consumption of Non-Taxable Petroleum Fuels in Saskatchewan, 
1932 to 1948. 


Gallons 
LOS 2 aoe cece ee ee et en 10,393,525 
LOS BE cic ck Oe ee Ce ee ee Cea eer 8,155,449 
19343 soe. Age ee SE Se ae Se 11,803,825 
1935 <x, Gece ee Ems ey ee, 14,179,721 
[OS Gircic hc cece ee ee eR tha ick 16,140,633 
| BSW Sem ee if oli SPE rio Janes Se 18,704,278 
1938). cco pale Cee eR ee eee pee ee 38,614,900 
19393 ..c ee ee ree ae 48,302,415 
1940... ee a er eee ray be ee ees As 53,134,632 
1941 |. eR Serene ne re eter en Sheree ee 69471753021 
194.2... Re rer ee men tenes 79,376,237 
1943... & 3 ere eee 89,599,373 
1S 2 2: pe een tae eae eee ok aR 97,508,822 
1045 71-5 4 ee ene Ce 87,087,704 
VOAG tio i Ree eer Re el 100,867,707 
L947 sO 5 JE ane eee ot RN re eee 116,627,968 
[948 Fae 4 RB Ae ee Re aa On es. Meee 126,064,092 


Source: ‘Taxation Branch, Treasury Department, Province of Saskatchewan 


Specialization in wheat, originally conceived as the only logical and ec- 
onomic means to promote rapid settlement and balance the Canadian economy 
as an integrated whole, has proved to be fundamentally sound for the prairie 
plains. However, the: production of a staple food for sale on the markets 
of the world in competition with producers in other countries: results inevit- 
ably in the western farmer accepting world prices, over which he has no 
control. Price setting by governments, with the greatest degree of cO-op- 
eration at international levels cannot overcome the fact that, in the final 
analysis, the western wheat grower, remote from world markets, must accept 
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the world price less the cost of transportation and handling. The hazard 
involved in violent price fluctuations is illustrated in Table X, which gives 
the average annual prices received by Saskatchewan farmers for wheat from 
1911 to 1948 inclusive. 
TABLE X | 
Estimated Average Prices of Wheat to Farmers in Saskatchewan, 
1911 to 1948. 


COTO ite aes $0.58 1930)... eee $ 0.47 | 
iss eee ete 56 (O30 <i 38 i 
RON es Se Be sees: 64 (030) see ee eee 35 | 
RO deere rere. Le ian 96 1933-0) ta ae ee AT 
ee, Be ee 91 1034. (6 aie 61 
Oty a 1.28 [93 Siete eee 60 
Lon meer... 1.95 1936: eee 92 
[OOM e...!:. 1.99 1037: ee ee eae 1.05 
henieys i DE? 1098) eae ae ee 58 
Onn: = eae 1.55 1030 | 4 eae ee 54 
icone. 76 {940).,..2. Ae 58 
ODDIE Be en) ete 85 (O41. ) se 59 
MOOR ac 65 1942.2 Rr) 
TO Ae ens ee 1040) 20 ee eee 1.14 
TOD Nee sere, 1.25 1044... 1,25 
NO Gore tates co. 1.08 L045) oa ee 1.56 
LOD 5 arene. oH [946 ce ee | ee 
[Occ seem eh TT 194TS 5 cc 1.55 
Reps Se) 1.03 1548. tone, ee £55 


SourcE: Dominion Bureau of Statistics. 


In view of the speed at which the prairies were settled in response to 
the national urge, it is scarcely surprising that grave mistakes in land use 
were made. The Report of the Royal Commission on Dominion-Provincial 
Relations has told the story in a few words: 


“The occupation of the Prairie lands proceeded with little dis- 
crimination. There were no classifications of resources, no soil 
surveys, no climatic records to guide either the government or the 
unwary settler. The policies and methods of the Dominion were 
mainly designed to serve the national purpose of filling the North- 
west at once with as many people as possible. The selection of 
land was left largely to chance and to the devices which colon- 
ization agents, railways and land companies employed in their 
own immediate interests. The sectional survey, the railway land 
grant scheme, and pre-emptions illustrate a system designed for 
indiscriminate mass colonization and it worked with almost 
mechanical perfection. Adjustment to the vagaries and failings 
of nature was left to time and bitter experience.” 12 


Throughout succeeding years weaknesses in the agricultural economy have 
been revealed in recurring periods of drought and depression and over the 
past twenty years in particular the emphasis has shifted from problems of 


expansion to problems of conservation, consolidation, and more effective 
land use. 


DIOP mci, pp. 6748: 
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Approximate average yields of wheat by municipalities have been com- 
piled by the Supervisor of Agricultural Statistics, Saskatchewan Department 
of Agriculture for each year from 1918 to 1948 inclusive. Figure I shows 
the 31 year average for each municipality for which records are sufficiently 
complete. The variations in yield in different parts of the Province are 
clearly shown on this map. 


FIGURE I. 
THIRTY-ONE YEAR AVERAGE WHEAT YIELDS PER ACRE. 
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As a result of crop failures and low yields governmental assistance 
measures became necessary, in certain areas, early in the history of settlement. 
These measures, which took many forms such as the provision of seed grain, 
feed and fodder, food and clothing, and fuel had cost quite substantial sums 
even prior to the period of prolonged drought and chronic depression through 
the nineteen-thirties. Table XI, an historical statement of such assistance, 
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has been compiled from the records of Provincial government departments. 
The figures include such sums as are on record regardless of the source of 
the funds. Figure II shows the regional distribution of this assistance. 


TABLE XI 


Relief Advances Compiled from the Records of Provincial Government 

Departments for Agricultural Assistance and Direct Relief in Rural 

Municipalities and Local Improvement Districts in Saskatchewan, 
1907-08 to 1940-41. 


Relief Season Amount of Advances Total 

TES] OYE Uae 6 socaerndtcaececkchaceos Boho eee eee eee $ 566,005.91 

1 OO S=0 OP sere EE MER sccesstiees) 9 «| ts) Rsetwe tate 

1909510 Rae ee IN, cciscieccerm 8 py ae cnanieaes 

LOT Oil eee ERR RO Sc cceac 8 |||) IS, RY -badewtpbeume 

iL O15 1) Ween eee ees Src vaccc ausus 199,859.53 

LOT 2S 3 een eee MIRRR SARA Ghcetintey 4, 8 ee | By aveatasesue 

LOS 14 eee en ee ERE Ses bis tM Se EE aaa aes 

NO TAR eS Rinne an ek weiter oMeeae ns: ss Jesse nus eee 8,655,698. 41 

HORI IND). coc nebo a Bocletooch Oot SAR Ren at he MO Oe rs 

GTN GSS ie ae ae ips 8 OS a ee a 8,484.00 

1.0 Th =o1tS Semen reremtere eet meee ara one a! 123,388.16 

TOT B= OMe epee eens te Meee ean fot aka ccc 224,797.95 $ 9,778,233.96 

OO) Os: esate en ch ee oesctbcr eins tse 2,660,310.56 

SO Oe I eS Oe Ok ee ey ee ee Seo Wl gel) 

IL ESA aE ine a Ts oe ge ee 203,854.46 

1922 Sater. 5: tek Lee Neem rms ey eS Ley 94.40 

192 3= 74) fo ee ERO Se Re ies b's 

LO DADS Ry ieee ene ee ret a Cote tn hieee 90,648.98 

LOZ S20 ner ee eee eee nate hk cinsean eds esha 5,000.00 

[9 26=24) sae wee, Meena een A Seth 5. 533.34 

TORT=H DOR a ieen eee meee an Se Ne. 1,099.00 

1092270 ee ee PR a ee 3,317,756. 24 

192923() Bie eres Ramee ernest ty oe Pee 1,983,176. 70 

193 03 eae is ima meee re mami 0 Pk! 2 9 4,647,491. 52 

193132 ee eee ee ieee, SRE 18,342,156. 83 

L932 35 Ae eae eee ee ieee Oe Sy ae Semon ON. 70) 

193 334s er eee eer ae tn Ee 12,313,449. 67 

19 34=-3'5 ne vat cee eee ets ees > 17,843,119 42 

TOS 5S Ole eee ete eee Boe Rema nee ene ee 7,345,824. 67 

193 6= 3: ee eee re me I 18,443,580.40 

19S (SS See Ge ee Oe ee ie © 47,816,010. 22 

{OSCE SORE Co ERs Lee 13,143,326. 71 145,234,237. 84 

LOS OA OVI ter 5, creche cities aan RAE ae 1,986,056.45 

TO AG SAN aE Oe es 8 BLE eR inate Deri ae ee 837,382. 64 2,823,439.09 
$ 161,153,667.13 

Relief Roadwork 1929-30 to 1938-39.. 9,992,878. 46 

Other Services 1929-30 to 1938-39...... 15,439,353.22 

Granduelio¢ale: seen eae eee $ 186,585,898. 81 


SOURCE: Statistics Branch, Saskatchewan Department of Agriculture. 
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The persistence of these problems resulting in part from unwise settlement 
policies, in part from the climatic cycles of the semi-arid plains, and reaching 
at times the proportions of a national disaster, necessitated action on a 
Dominion scale to help correct the mistakes which the rapid settlement had 
left in its wake and to alleviate as far as possible the hazards of nature. As 
a result Parliament passed the Prairie Farm Rehabilitation Act, 1935, (com- 
monly known as the P.F.R.A.), to “provide for the rehabilitation of drought 
and soil drifting areas in the Provinces of Manitoba, Saskatchewan and 
Alberta.” 43 

Soil surveys, not available when settlement was first undertaken, have 
now revealed fairly clearly the distinctions between land suitable, marginal, 


13 Statutes of Canada, 1935, 25-26 Geo. V, c. 23. 
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and sub-marginal for wheat production and together with the development 
of scientific cultural practices and practical experience are forming the basis 
for the Dominion rehabilitation programme aimed at the economic use of 
land resources. ‘This means the strengthening of the wheat economy by 
diverting to other productive effort soils unsuited to wheat production under 
average conditions. Thus basic settlement mistakes are slowly being corrected. 
Some striking results have already been achieved but, being a long range 
programme, continuing efforts are required to realize the objectives of this 
remedial legislation. 


Cereal production on the prairie plains will always face such hazards as 
drought, hail, frost and insect pests. One of the chief hazards which early 
settlers faced was the short growing season with the resultant loss of crop 
through frost. The development of Marquis wheat substantially overcame 
this difficulty, only to have a new one arise in the form of rust. The develop- 
ment of rust resistant varieties has apparently almost eliminated this hazard 
and brought much greater productive stability to Manitoba and eastern 
Saskatchewan wheat lands. The depredations of grasshoppers and other 
pests have also played a significant part in reducing crop yields in many 
years, in spite of difficult and costly control campaigns. The greatest natural 
hazard to the prairie wheat economy is, however, the low annual rainfall, 
bringing drought conditions to wide areas in many years. Indeed, an ap- 
praisal of the crop history of Saskatchewan by regions shows clearly that in 
almost every year substantial areas of the Province suffer from deficiency 
of moisture. 


In the drought and depression period of the 1930’s the impact became 
so great and so persistent that the Parliament of Canada again took statutory 
cognizance of the situation in the passage of the Prairie Farm Assistance 
Act 14 which became operative in 1939. This Act, designed to relieve 
the impact of crop loss, is again a reflection of the national importance of 
maintaining agriculture in adverse crop years. ‘The legislation provided bene- 
fit payments on a sliding scale depending on yield to assist farmers suffering 
crop loss to carry on until the next year’s crop. In support of the fund 
from which payments are made farmers annually contribute one per cent. 
of the value of grain marketed. 


The regional distribution of benefits under the Act are illustrated in 
Figure III, showing the number of years benefits have been paid in each 
township. Only eight of the 303 rural municipalities in the Province have 
not been eligible to receive crop failure payments in any year since 1939. 
Over the ten-year period that the federal scheme has now been in opera- 
tion total benefits paid out to Saskatchewan farmers as a result of crop fail- 
ures amount to about $80 millions. 


In spite of all the hazards, however, the capacity of this Province to 
produce high quality wheat in volume has dictated and will continue to 
dictate a wheat economy and nothing in the foreseeable future is likely 
to change this in any significant degree. With its great volume of specialized 
production and limited population, Saskatchewan is completely dependent 
upon outside markets for the disposal of her large wheat crops. The ability 
to reach those markets as cheaply as possible is vital to the economic health 
of the whole country. 


14 Statutes of Canada, 1939, 3 Geo. VI, c. 50. 
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The settlement of the West in the national interest as a wheat economy, 
the maintenance of that economy in the national interest in periods of stress, 
and the unceasing watchfulness of the Dominion to ensure the position of 
Canada’s wheat in the markets of the world all attest to the fundamental 
importance of wheat to Canada as a whole as well as to the life of Sask- 
atchewan and the other Prairie Provinces. It is probably true that no trade 
problem has given greater or more continuing concern to the Canadian 
people and their representatives than the placing of Canadian wheat on the 
markets of the world. 


It seems clear that the wheat economy is vital to the welfare of Canada 
and that that economy must be maintained and strengthened by removing 
to the greatest degree possible the hazards, natural and economic, which 
it has faced over a long period of years and which from time to time still 
arise to threaten its continued existence. 


Other agricultural activities will be appraised in sections following but, 
by every criterion which may be applied, wheat remains of paramount im- 
portance. Its importance to the Province of Saskatchewan, faced with all 
the inherent hazards of dependence on a one crop economy, as well as its 
importance to Canada both domestically and internationally, demand that 
the national transportation policy give full recognition to the part which 
wheat must continue to play in Canadian affairs. 


4. The Livestock Industry 


Development of the livestock industry in Saskatchewan over the past 
40 years has been beset with many difficulties and marked by many reverses 
but, as Table XII indicates, its significance in the national economy shows 
a fairly steady growth. There was a slow but steady increase in the number 
of milch cows in Saskatchewan until 1936, after which severe drought forced 
heavy liquidation. The increase in the numbers of cattle other than milch 
cows was checked by the price collapse in the early nineteen-twenties and 
again, following a slow and painful recovery, by feed shortages following 
1936, although recovering markedly under the stimulus of war prices after 
1941 to reach a peak in 1947. 


Hog production has been particularly sensitive to changing price relation- 
ships, and fluctuations in numbers have actually been much more marked 
from year to year than are revealed in the Table. For instance the number of 
hogs on farms in Saskatchewan rose to upwards of 1,750,000 in 1943 in the 
middle of the last prairie intercensal period. Sheep, while far less impertant 
than either cattle or hogs tend to show the same general trends as cattle. 


While areas of greater concentration of production of various classes of 
livestock are discernible, the production of livestock tends to be scattered over 
the entire settled area of the Province. 


The milch cow population of the Province is largest in the park areas 
of eastern and northern Saskatchewan. Except for specialized dairy herds, 
serving the larger centres of Regina and Saskatoon, most ‘‘milch’? cows in 
the Province are dual purpose types, that is they may be used for milk 
production or beef. 

Beef cattle are largely produced on the range lands of south-western 
Saskatchewan and in the park areas of the eastern and northern parts of 
the Province. The cattle population is relatively light in the prairie area 
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where wheat production predominates. Scarcity of water and hazards of 
feed production make a long term cattle production programme in those 
areas an uneconomic proposition for most farmers. 


TABLE XII 
Livestock Population of Canada and of Saskatchewan, 1906-1948. 
CATTLE 
MILCH COWS OTHER THAN MILCH COWS 
Canada Saskatchewan Canada Saskatchewan 
Percentage Percentage 
: of Dominion of Dominion 
Year Numbers Numbers Total Numbers Numbers Total 
1906: #42855 eee 2,702,500 112,600 4.2 4,499,100 360,300 8.0 
TO Toes. cee 2,645,200 154,600 Sats 3,880,900 479,000 1953 
LOWG.<.008. Ae 2,880,600 285,700 9.9 4,618,300 727,300 Le 4 
19212... ee 3,086,700 349,900 12393 5,282,800 946,000 17.9 
19262 5.. 4: Bees 3,373,000 406,000 120 4,444 600 754,100 AARC) 
10316 2430.21 eee 3,371,900 424,000 1226 4,601,100 764,900 16.6 
19862 ee eee 3,805,400 564,800 14.8 5,023,600 970,200 19.3 
194155). eee 3,623,900 437,700 12 4,893,400 803,400 16.4 
1946:.305) eee 3,711,400 399,000 10.8 5,953,600 1,100,000 18.5 
1947203. ee 3,697,400 393,500 10.6 6,020,700 1,117,800 18.6 
1948, eee 3,700,700 387,000 10.5 5,769,600 1,049,500 18.2 
HOGS SHEEP AND LAMBS 
Canada Saskatchewan Canada Saskatchewan 
Percentage Percentage 
of Dominion of Dominion 
Year Numbers Numbers Total Numbers Numbers Total 
190 Gan error. eee 3,378,800 123,900 in| 2,543,000 121,300 4.8 
LOD er. oes Aecees 3,634,800 286,300 Te 2,174,300 114,200 Riees: 
TORO ee 3,561,800 530,700 14.9 2,333,900 124,200 OFS 
NOD Rey Aes 5, oe 3,324,300 419,700 1226 3,200,500 194,700 (Tiga 
1ODGR ee 4,036,700 597,700 14.8 2,829,700 161,800 Sd 
103 1 tae ee 4,699,800 949,000 20.2 3,627,100 281,000 Ueall 
1936 Sere ae 4,135,800 666,800 16.1 3,159,400 342,300 10.8 
1941.7 Oe eee 6,081,400 943,700 15 2,840,100 330,000 16 
1946:.4...ca eee 4,910,200 523,300 LOR 7 2,941,500 334,600 hil 2 
194720... eee 5,473,200 558,300 10.2 2,706,900 285,300 10.5 
1948)... eee 4,463,100 396,100 8.9 2,250,800 253,300 11.3 


Note: 1946, 1947, and 1948 statistics subject to revision. 


Sources: Census Reports and Reports of the Agricultural Division (Dominion 
Bureau of Statistics, Ottawa). 


Hog production tends to be concentrated in the eastern, north-eastern 
and northern areas with substantial wartime production in recent years in 
central Saskatchewan. Under certain price relationships hog production may 
take place in conjunction with grain growing. Hog production in such 
areas tends to fluctuate greatly, however, since the nature of the hog pro- 
duction cycle enables farmers to make rapid adjustments in response to price 
and market relationships. 


Sheep and lambs are found largely in south-western, east-central and 
north-western Saskatchewan. 


The regional distribution of livestock in Saskatchewan is indicative of 
the long-run influence of natural factors on the agricultural economy, while 
national and international policies and the trend of livestock prices and their 
relation to grain determine shorter-run production trends. 


30 


Table XIII, showing commercial marketings of livestock orginating in 
Saskatchewan compared with Canada as a whole, reflects the importance 
of Saskatchewan in terms of Canada’s meat supply both for domestic con- 
sumption and for export. Peak marketings of Saskatchewan hogs were 
reached in 1944, the decline since that time being most marked. Cattle 
marketings reached their peak in 1945, followed by a sharp decline in 1947 
with a substantial recovery in 1948, although the drop in cattle on farms in 
the latter year (Table XII) reflects some liquidation of herds and a probable 
decline in marketings in the immediate future. 


Saskatchewan marketings of calves, sheep and lambs reflect somewhat 
the same general trend as cattle marketings. The Province marketed 6,849 
calves or 2.5 per cent. in 1921, 13.4 per cent. in 1945, and, after declines 
in 1946 and 1947, 108,290 or 12.9 per cent. of the Dominion total in 1948. 
For sheep and lambs the percentage rose from 4.1 per cent. in 1921 to 161,175 
or 12.9 per cent. in 1945, declining to 78,117 or 9.8 per cent. of the Dom- 
inion total in 1948. 


Livestock production in Saskatchewan involves, from the standpoint 
of rail transportation, four types of livestock movements, (1) from farm or 
ranch to eastern markets or for export, (2) from farm or ranch to western 
packing houses, (3) from western packers to consumers in western and eastern 
Canada and for export, (4) feeder stock to feed lots. The significance of 
transportation costs to the livestock economy is thus clearly indicated and 
must be considered, it is submitted, from the standpoint of the long run 
welfare of an important industry in the economy of Canada. 


TABLE XIII 


Commercial Livestock Marketings in Canada and Saskatchewan, 
1921-1948. 
GATE HOGS 
Canada Saskatchewan Canada Saskatchewan 
Percentage Percentage 
of Dominion of Dominion 
Year Numbers Numbers Total Numbers Numbers Total 
OD te PRR ene ee 759,593 93,867 12.4 1,412,280 Sonu 3.9 
LODO kate fica 1,052,663 210,904 ZORO 2,699 480 278,449 1023 
1 OS eee Paes 699 496 136,919 19.6 2,643,372 398,850 iL, 11 
19SOWE A tees 1282) SOL SilomiOd 24.4 3,796,952 570,013 1520 
DOA ots Vine nae 1,344,794 227,433 16.9 6,224,975 857,084 13.8 
LOAD) See ee 1,288,617 252,186 19.6 6,232,087 964,632 15S 
1 OA ere nes eae 1,243,888 268,662 DANG 7,149,920 1,409,042 LOR 
19day eet epee Seve 1,528,947 378,907 24.8 8,863,830 1,934,114 ZARS 
OAS ewe ne tee 2,021,714 495,195 Weak 5,861,505 942,920 16a1 
1946 eee eee 1,900,768 481,405 DS 8 4,465,159 513,828 ii begs) 
LOB eps an ene 1,564,413 370,195 Dest Gi 4,764,873 434,852 9.1 
A OAS eres ween nea 2,056,995 464,536 22.6 4,774,445 356,576 7.5 
sources: The Origin and Quality of Commercial Livestock Marketed in 


Canada and The Annual Market Review (Dominion Department of 
Agriculture, Ottawa). 


A broad appraisal of the position of the cattle producer in the Prairie 
Provinces offers striking examples of the varied problems, both economic 
and geographic, which influence many sections of the agricultural economy. 
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The livestock industry in western Canada even under normal conditions 
is faced with competitive disadvantages and market uncertainties. As has 
been pointed out by the Saskatchewan Stock Growers’ Association, 15 
range cattle production is carried on in areas distant from available markets. 
Consequently, transportation costs are of particular significance in the Sask- 
atchewan livestock industry. 

Livestock and livestock products, unlike most industrial products, cannot 
be withheld from the market during periods of low prices and producers 
frequently are forced to sell at a loss. In the drought years of the nineteen- 
thirties the feed situation became so acute in Saskatchewan that stock 
growers were forced to liquidate a large proportion of the herds which they - 
had built up with great effort over a long period of years. This represented 
actual capital disinvestment, the extent of which is clearly evident from the 
greatly reduced marketings immediately following 1937. 

The ranching areas and bush lands of the Prairie Provinces offer many 
natural advantages to the raising of large numbers of high quality stock. 
The limits of production are being slowly but steadily expanded by the con- 
servation and developmental policies of Provincial and Federal Governments. 
Provincial activities are in the main directed to measures to encourage the 
building of feed reserves and to improve the quality of live stock. Under the 
Federal Government’s Prairie Farm Rehabilitation Act, community pastures 
have been established by reseeding inferior wheat lands to grass, thereby 
removing areas from uneconomic grain production and facilitating their use 
for stock raising. Many farmers and ranchers have also taken advantage 
of the provisions of the P.F.R.A. programme to develop small stock-watering 
dams to conserve spring run-off and store water. Evidence presented to the 


Commission by the Canadian Co-operative Processors Ltd. (formerly the 
| Horse Co-operative Marketing Association) indicated the direct contribution 


to conservation of grazing resources made by their own industry. It was 
estimated that in one winter surplus horses in the three provinces consumed 
500,000 tons of feed. 16 

The cumulative effects of these programmes and policies instituted in the 


| interests of the national as well as the prairie economy are becoming apparent 
| and, with the reduction as far as possible of physical and climatic hazards, 


the cattle industry can look forward to a greater measure of productive 


| stability than it has experienced in the past. 


The potentialities of prairie livestock production were demonstrated in 
the West during the war years when all previous records were beaten. Some 
reductions from the high levels were to be expected. Cyclical variations are 
inherent in livestock trends. Price fluctuations create uncertainties and, as 
indicated, the relationship of grain and feed prices influences production 
plans. To the extent that economic factors are favourable to livestock 


production, the broadening of the base of the agricultural economy is desirable. 


The importance of the Prairie Provinces in the livestock and meat 


| producing industry of Canada has already been indicated and the significance 


of livestock and livestock products in Canada’s trade in world markets is 
widely recognized. 


15 See Brief to the Royal Commission on Transportation Submitted by 
the Saskatchewan Stock Growers’ Association (Swift Current, June, 1949, 
mimeo.). 

16 See Memorandum of Canadian Co-operative Processors Limited, Swift 
Current, Saskatchewan (Swift Current, June, 1949, mimeo.). 
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It is perhaps necessary to emphasize that the geographical disadvantages 
of Saskatchewan’s ranching areas would, in the past, have been materially 
reduced had trade in livestock been allowed to flow freely along natural 
channels. Transportation disabilities are not the necessary consequence of 
a mid-continental position. The natural export market for western livestock 
is the United States, and if barriers to north-south trade had not been im- 
posed and traffic directed east and west, a much greater volume of Canadian 
cattle would undoubtedly have moved freely into this market. ‘The extent 
to which Canadian cattle exports have been influenced by national policy, 
trade agreements, tariffs and embargoes may be seen from ‘able XIV. 

Prices for cattle on the Canadian market have tended to be stronger 
during periods of high exports to the United States while restrictions on 
exports in periods of rising prices have been reflected in wide spreads be- 
tween Canadian and United States market prices. The manner in which 
from time to time agriculture is used as an instrument of national policy 
is illustrated by the six-year period from September, 1942, to August 16, 
1948, during which period there was an embargo on the export of com- 
mercial beef cattle and calves from Canada to the United States. Exports 
of purebred cattle and cattle for dairy purposes were, however, unrestricted 
and fairly large numbers moved across the border. It is significant, how- 
ever, to note that the Dominion Department of Agriculture reported that 
“Ontario, Quebec and the Maritimes provided the majority of dairy cattle 
for export.’'’ Cattle growers of western Canada were thus effectively 
barred from their natural market for six years. The purpose of imposing 
this major restrictive measure on the cattle producers of Canada, the impact 
of which fell largely on the western stock growers, was two-fold. First, 
it preserved meat supplies for Canadians and for shipment to Great Britain 
and the Armed Forces. Secondly, it was a vital element in the maintenance 
of the price control policy insofar as meat price ceilings were concerned, 
and represented the Canadian stock growers’ contribution to the success of 
this national policy. The impact of government policy on the producer 
in terms of lower returns than he would otherwise have received is sharply 
emphasized by the comparison of prices ruling on the Winnipeg, Toronto 
and Chicago markets (Table XV). 


TABLE XV 


Average Prices of Good Steers at Winnipeg, Toronto and Chicago, 
1941 to 1948. 


Year Winnipeg Toronto Chicago 
Steers over 1,050 Steers over 1,050 Steers 1,200-1,500 
lb. lb. lb. 
per cwt. per cwt. per cwt. 
NG AaRE er ae stone ete ae $ 8.21 $ 8.90 SLL ESS 
EE ASE ee ae a 9.54 10339 14.10 
UA Be nee «tee eer s 11.09 e399 15239 
ee ee Bs) IL ..99 16.60 
SA See are 11.40 $2.20 16.90 
neg a ae a 12.05 1320) 21.30 
| ES le ey ee 13.44 14.63 28.95 
ON a) 16229 19.40 325.00 
Source: Annual Market Review (Dominion Department of Agriculture, 
Ottawa). 


17 Annual Market Review, 1947 (Ottawa, Dominion Department of Agri- 
culture, 1948) p. 4. 
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The average spread between Winnipeg and Chicago in 1941 before the 
ban on Canadian beef cattle exports to the United States, was $3.14 per cwt. 
For 1942, although the export ban did not go into effect until September, 
the average spread for the year increased to $4.56. For 1943 the spread 
between Winnipeg and Chicago prices widened to $4.76; for 1944, to $5.47; 
for 1945, to $5.50; for 1946, to $9.25; for 1947, to $15.51. The cattle embargo 
was removed from August 16, 1948 and access to United States markets 
resulted in strengthening of Canadian cattle prices. The spread between 
Winnipeg and Chicago monthly average prices which had varied from $12.74 
to $19.18 in the first seven months of 1948 varied from $3.60 to $6.25 in 
the corresponding months of 1949. : 


With respect to the export market for meat, as a result of the ban on 
beef cattle exports to the United States Canadian beef moved to Great 
Britain in substantial quantities during the war. Since the war, however, 
this market has declined. Normally Canadian beef meets heavy competition 
on the British market and in the post-war period the dollar shortage has, 
of course, accentuated the difficulties faced by Great Britain in continuing 
purchases from Canada. 


The export of live hogs has shown extremely wide fluctuations, as will 
be seen from Table XVI, but the export trade in bacon and hams has been 
an important one both from the standpoint of the hog producer and of the 
national economy. During the war years Canada supplied a large volume 
of bacon to the British market and it is highly desirable in the national 
interest that every effort be made to retain this market in peacetime to 
as great a degree as possible. There has, however, been a sharp drop in 
exports from nearly 700 million pounds of bacon and hams in 1944 to 200 
million pounds in 1948. In periods of marketing difficulties, such as are now 
facing all lines of agricultural production, transportation costs, which as a 
result of distance are much higher than competitors’ closer to seaboard, bear 
with particular severity on the prairie livestock economy and make it more 
difficult to meet competition in overseas markets at prices which will provide a 
reasonable return to the producer. 


The Brief presented by Saskatchewan Co-operative Producers Limited 
(commonly known as the Wheat Pool) at the Regina Hearings of the Com- 
mission 18 pointed out that the significance of transportation charges on 
livestock could best be appraised when related to the value of the product. 
Table XVII indicates the prices of cattle of different grades at Winnipeg, 
the market value of a 1,075 lb. animal and the percentage of that value 
paid in freight charges, using the Greenstreet, Saskatchewan, to St. Boniface, 
Manitoba, movement as an example. In this table the actual rates obtaining 
before the 21 per cent. increase have been used in arriving at the percentage 
figures for the years up to and including 1947, and the increased rate for 


the year 1948. 
This table shows clearly the impact of rigid transportation costs on a 


highly fluctuating cattle price structure. In periods of low prices freight 
charges constitute a high proportion of the value of the animals transported, 


18 See Submission of Saskatchewan Co-operative Producers Limited to the 
Royal Commission on Transportation (Regina, June, 1949, mimeo. ). 
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particularly of lower grade animals. In this connection it should be noted 
that the proportion of so-called ‘‘good” steers to the total number of cattle 
sold tends to decline during years of poor crops when insufficient feed for 
proper finishing is available. At all times large numbers of ‘‘medium”’ steers 
and ‘“‘medium’”’ cows are marketed taking, of course, the same freight charges 
per hundred weight as ‘‘good” steers but with a much larger percentage of 
the value of the animal absorbed in freight charges and a very much smaller 
net return to the producer. Thus, the proportion of the value of a ‘‘good” 
steer at Winnipeg paid in freight ranged from 13.1 per cent. in 1933 to 3.2 
per cent. in 1948 while on “medium” cows it varied from 30.4 per cent. in 
1933 to 4.4 per cent. in 1948. 


Should there be a return to prices comparable to those ruling in the 
1930's the proportion of the value represented by freight would be greater 
than shown above for these years unless the 21 per cent. award were re- 
duced or removed, or a more favourable general level of prairie freight rates 
replaced the present structure. 


Efforts to estimate a total freight bill arising from the movement of the 
products of any one industry from a given area present formidable difficulties. 
However, the Wheat Pool placed in evidence certain figures which indicated 
that freight on primary shipments alone of cattle, calves, hogs, sheep and 
lambs to stockyards and packing plants at the 1948 level of marketings 
would approximate $1,677,000 exclusive of all the various related charges 
such as stop-offs, diversions, cleaning, sanding. partitions, and certain non- 
railway charges for loading and unloading and feed and water enroute. 

The Pool Brief then goes on to state: 


“It must be stressed, however, that the direct freight charges 

referred to above represent only a minor part of the total ship- 

ping costs which must be paid by the producer in the marketing 

of his livestock. Up to the present we have considered freight 

on livestock going to the abattoir only. We have not touched 

upon the cost of shipping processed meat and other products 

from the abattoir to the consumer—a cost which must also be 

borne by the primary producer.” 19 

In view of the fact that the large domestic centres of consumption are 
located in eastern Canada and processed meats generally move eastward 
for export, long and expensive rail hauls are involved on the bulk of our 
finished products. 


The contention that the producer must bear the burden of freight 
charges on both primary livestock movements and on the movement of the 
finished product to markets is strongly supported by evidence of Inter- 
continental Packers given at Regina before the Board of Transport Comm- 
issioners in the 30 per cent. case, ?° 

“|. . freight costs in relation to livestock slaughtered may vary 
in different plants throughout the Province, due to the type of 
business each individual plant might do. A large percentage of 


a bid: poets 

20 See Brief presented by Intercontinental Packers, Limited, Saskatoon, 
Sask. to the Board of Transport Commissioners (Saskatoon, 1947, 
mimeo.) pp. 2-3. 
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our business in the period mentioned [1946] was export to England 
on which we pay freight to seaboard. If any substantial part of 
this product were to be marketed in the domestic market in East- 
ern Canada, the freight cost would be increased, due to the fact 
that the domestic rate in somewhat higher than the through 
export rate. It is only natural that an enterprise engaged. 
largely in domestic business in the locality close to its plant 
would have a lower freight cost, due to the avoidance of long 
hauls. However, livestock production in Saskatchewan, in com- 
parison to its population, is such that a comparatively large 
volume must either be exported to other countries or other parts 
of Canada. The handling costs govern the net return of the 
product, which in turn, governs the amount which can be paid 
for the livestock.”’ 


Western livestock areas are less favourably located in relation to the 
large domestic and European markets than either the Central or the Mari- 
time Provinces. ‘The competitive disadvantage of the western stock grower 
in comparison to his eastern competitor may be illustrated by a simple 
example. The freight rate (carloads) on livestock from Maple Creek, in 
south-western Saskatchewan to Toronto is $1.36 per hundred pounds (supp. 
10 to C.F.A. No. 116-A, C.T.C. No. 448). The freight rate (carloads) from Ailsa 
Craig, an important shipping point in western Ontario to Toronto is 24c 
(C.N.R. No. C.L. 30, C.T.C. No. E. 1438). Selling into the same market the 
western producer is at freight disadvantage of $1.12 per one hundred pounds 
plus extra charges for feed and water enroute and losses due to shrinkage on 
the long haul from the prairies. 


The average price of a “‘good’’ steer on the Toronto market in 1948 was 
$19.40 per cwt. The Ailsa Craig farmer would realize $19.16 after freight 
charges were paid whereas the Maple Creek rancher would receive $18.04. 
The Ailsa Craig farmer’s freight cost represented 1.24 per cent. of the gross 
price whereas the freight cost from Maple Creek was 7.01 per cent. 


A comparison based on somewhat lower livestock prices may now be 
in order. In 1933 “good and choice’ steers averaged $4.63 at Toronto. 
The Ailsa Craig freight rate was 20c (C.N.R. No. C.L. 30, C.T.C. No. E. 1438) 
and the Maple Creek rate $1.12% (C.F.A. No. 116-A, C.T.C. No. 448). Thus, 
the Ailsa Craig farmer realized $4.43 per hundred pounds and freight represented 
4.32 per cent. of the gross. The Maple Creek rancher on the other hand would 
receive only $3.504 with freight representing 24.3 per cent. of the Toronto 
price. These comparisons are based on a superior grade of livestock. The 
enormous impact of fixed transportation charges on the western livestock 
economy during periods of low or even moderate prices and their effect on 
the competitive position of the western producer is thus brought sharply into 
focus. The inequity of applying the principle of horizontal increases to such 
a structure will also be immediately apparent. ‘his point will be developed 
at a later stage in this Brief. . 


The significantly high proportion of cattle and hogs moving to market 
by rail in Saskatchewan compared with any of the other important live- 
stock producing provinces is worthy of note. ‘Thus in the heavy movement 
of cattle to stockyards Saskatchewan sends a greater number by rail than 
any other province while less than thirty per cent. move by truck—by far 
the lowest proportion of any important producing province. The movement 
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of cattle direct to packing plants is much less important in terms of total 
volume but again Saskatchewan’s proportion moving by truck is lower 
than any of the large producing provinces. ‘he movement of hogs to stock- 
yards in Saskatchewan is unimportant in terms of volume. ‘The figures show 
that by far the greater number of hogs are marketed at packing plants and 
that on this movement Saskatchewan ships both the smallest volume and the 


smallest proportion (25 per cent.) by truck of any important hog producing 
province in Canada. 


Prior to the 1948 increase, freight rates on livestock were the same as 
existed in 1918 since an increase granted in 1920 was voluntarily removed 
by the railways—presumably as a recognition of the difficulties with which . 
stock growers were faced and of the fact that continuation of higher rates 
would have been more than the industry could bear. The principle of main- 
taining the lowest possible freight rate on livestock is vital to the preservation 
of this industry, influenced as it is by considerations of national and inter- 
national economic policy and separated, in part geographically and in part 
artificially, from its great natural markets. 


As previously indicated many major marketing problems are presenting 
themselves in all fields of agricultural production. While productive capacity 
may be stabilized in some measure by agricultural techniques, marketing 
problems have been—and will probably continue to be—particularly resistant 
to permanent solutions. 


It is only necessary to review the fluctuations in trade policies to be 
impressed by this lack of permanence (Table XIV). The harsh facts suggest 
that there has never been a steady market upon which the livestock producer 
could formulate any long-term plans. The high level of cattle marketings 
in 1948 is itself a reflection of instability. Instead of indicating economic 
well-being in the industry, it reveals uncertainty in the minds of livestock 
producers concerning future markets and prices. There is a danger that 
basic stock may be liquidated in the effort to dispose of herds before antici- 
pated price declines become pronounced. 


Sufficient has been said to indicate some of the problems with which 
the cattle producer has had to contend. Chief among these have been 
widely fluctuating prices, long periods of low prices, rapidly changing market 
outlets, shifts in national and international economic policy—with varying 
restrictions upon selling in the most favourable market, and, finally the per- 
sistent geographical disadvantages with respect to our domestic and European 
markets. 


To the extent that diversification of agriculture is possible in Sask- 
atchewan it must be brought about through livestock.?’ Efforts of ranchers, 
farmers, organized agriculture, private organizations, as well as Provincial 
and Federal Governments, have been directed towards improving the posi- 
tion of the livestock industry and encouraging its development, not only 
for the sake of those directly engaged in it, but also to broaden the base of 
the agricultural economy in the interests of the Province and of Canada as 
4 whole. ‘The national transportation policy should contribute to these aims. 


21 See Submission of United Farmers of Canada (Saskatchewan Section) 
Limited to the Royal Commission of Inquiry on Transportation (Saskatoon, 
June, 1949, mimeo.). 
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5. The Dairy Industry 


The dairy industry is an important one in the economy of Canada and 
one in which the Prairie Provinces and Saskatchewan in particular play a 
significant part. ‘The industry in Saskatchewan fulfills ‘special functions in 
the dairy economy of Canada and operates under conditions peculiar to this 
Province which give rise to special problems in which transportation As 
intimately involved. ‘The Saskatchewan Dairy Association in its Brief 
expressed the belief, substantiated by factual data, “that of _the former nine 
provinces in the Dominion of Canada, the Dairy Industry in Saskatchewan 
by reason of economic, geographic and other disadvantages has been the most 
adversely affected by transportation costs and related difficulties.”’ 2? 

As pointed out in the discussion of the livestock industry, milch cows 
in this Province are usually of the dual purpose type with specialized 
dairy herds on farms producing for fluid milk markets. Distribution of the 
milch cow population with the largest numbers in the park areas of eastern 
and northern Saskatchewan, is determined mainly by the physical features 
of the Province rather than proximity to consuming centres. 

In the fluid milk trade of the larger urban centres, Saskatoon obtains 
its supply from areas surrounding the city and much of the milk is transported 
by truck, when weather permits, owing to the relatively short distances 
involved. Regina offers a contrast since much of the area surrounding that 
city is given over to wheat growing and most of the fluid milk supply reaches 
Regina by rail from areas east and north-east where the prairie plain gives 
way to the park belt. The average rail haul into Regina of fluid milk is 
approximately 40 to 50 miles. 


As pointed out by the Saskatchewan Dairy Association in that Assoc- 
iation’s comprehensive Brief, 7° about 50 per cent. of the milk production 
of the Province goes into the manufacture of creamery butter. The dis- 
tribution of the milch cow population over wide areas is the major factor 
determining the form in which the greater part of Saskatchewan’s milk 
production is utilized. Except for supplying the relatively small fluid 
milk markets of the cities, the long distances involved in scattered farms and 
small supplies of milk make it uneconomic to collect and ship whole milk. 
This militates against the development of cheese factories and condenseries, 
the operation of which requires steady deliveries of whole milk. in large 
volume every day. There are only a few small local cheese factories which 
operate in the northern part of the Province. It may be mentioned, incidentally, 
that this restrictive factor necessitates Saskatchewan consumers importing, 
mainly from eastern Canada, their requirements of cheese and condensed milk 
even though this Province produces a large surplus of the raw product. 
Utilization of surplus milk production in Saskatchewan demands, however, 
a concentrated form of the product which can be economically transported from 
farm to plant at convenient intervals. Cream, for the manufacture of cream- 
ery butter has provided the economic solution. 


This situation is in sharp contrast to conditions in eastern provinces 
where concentrated production of milk and readily accessible processing plants 


22 See Submission of the Saskatchewan Dairy Association to the Royal 


Commission on Transportation (Regina, June, 1949, mimeo.) p. 1. 
oS bid, p.3. 
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make possible the shipping of the whole milk to cheese factories, condenseries 
and creameries, and plants frequently combining the functions of each. 


Table XVIII shows the annual production of creamery butter in Canada 
and Saskatchewan, the number of creameries operating in this Province, 
and the butter make per creamery. 


Saskatchewan has been the third largest producer of creamery butter— 
exceeded only by the provinces of Ontario and Quebec—for almost a decade. 
Yet Ontario and Quebec, contributing well over 50 per cent. of the Dominion 
total, remain, like British Columbia, deficiency areas and their production 
contributes comparatively little to rail movement. On the other hand high 
levels of production and relatively small populations have placed Sask- 
atchewan and the other Prairie Provinces in the position of surplus producers 
accounting for a very large proportion of all butter shipped by rail in the 
Dominion. 


TABLE XVIII 


Creamery Butter Production Canada and Saskatchewan, Number of 
Creameries and Production Per Creamery in Saskatchewan, 
1921 to 1948. 


CANADA SASKATCHEWAN 
Creamery Creamery Percent. of Creameries Production 
Butter Butter Dominion in Per 
Year Prosucton Produces Total Operation IRAE. 
b. : : 
W921 ence eee 128,744,610 7,030,053 555 5S 127,819 
1926.02. 4 eee 177,209,287 16,629,136 9.4 81 205,298 
19318 eee eee 225,955,246 18,960,352 8.4 68 278,829 
193 GR eee 250,931,777 24,097,537 9.6 61 395,042 
194 1S eee ion eee 285,848,196 37,126,694 13.0 61 608,634 
1942 ERE ate 284,591,372 41,306,186 14.5 62 666,229 
194 Sie Fe ee So eee 311,709,476 47,721,150 Sa) 62 769,696 
LOA A ee Bee es sere 298,777,262 48,264,062 16.2 62 778,453 
1945 ees ee eon ee 293,782,846 41,074,023 14.0 64 641,782 
OAC en eens eee 271,464,399 37,025,440 13.6 63 587,705 
QATE SS ee he eee 290,952,691 36,330,105 1255 63 576,668 
1043 Valeo. Lc nee area 284,431,000 34,116,000 12.0 63 541,524 
*—Preliminary. 3 


Sources: Statistics of Dairy Factories and Statistical Supplement, Monthly 
Dairy Review (Dominion Bureau of Statistics, Ottawa). 


Table XIX indicates that Saskatchewan’s net exports of butter by rail 
for the period 1932 to 1947 represented a full two-thirds (67 per cent.) of 
the annual creamery butter production of the Province without taking into 
consideration less-than-carload and truck shipments. Preliminary igures 
for 1948 show such net exports at 59 per cent. of the total makef. The 
comparable figure for Manitoba for 1932-47 was 43 per cent. and for 1948, 
36 per cent. For Alberta net exports by rail represented 57 per cent. in the 
period 1932-47 and 48 per cent. in 1948. Thus, in terms of volume and of 
proportion of the total make Saskatchewan holds the leading position insofar 
as rail shipments out of the Province are concerned. 

Of the total butter loaded at stations in Canada for the period 1932 to 
1947 24 inclusive almost 31 per cent. was loaded at stations in Saskatchewan. 


The comparable figure for 1948 was 34 per cent. 


— eg 
24 See Summary of Monthly Railway Traffic Keports (Dominion Bureau 
of Statistics, Ottawa). 
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TABLE XIX 


Creamery Butter Make and Net Exports of Butter by Rail, Manitoba, 
Saskatchewan and Alberta, 1932-1948. 


Manitoba Saskatchewan Alberta 
7 Net Exports Creamery Net Exports Creamery Net Exports 
Sa ra Rail Butter Make by Rail Butter Make by Rail 
Ib. “Ib. lb. lb. lb. lb. 


es 560,274 180,236,000 494,650,344 330,092,000 482,422,318 273,630,000 


i Averag ns 
Ss 11,264,750 30,915,646 20,630,750 30,151,395 17,101,875 


5,351,000 9,054,000 34,116,000 19,964,000 32,414,000 15,626,000 

*—Preliminary. . ia 

Sources: Compiled from Statistics of Dairy Factories; Statistical Supplement, 
Monthly Dairy Review and Summary of Monthly Railway Traffic 
Reports (Dominion Bureau of Statistics, Ottawa). 


Table XX gives the net imports by rail of the three major deficiency 
provinces. 


TABLE XX 
Net Butter Imports by Rail, Quebec, Ontario and British Columbia, 
1932-1948. 
Quebec Ontario British Columbia 
lb. lb. lb. 
WO See emer ee ert ececa te, Sc. < 0.8 scan dacese: 117,078,000 257,988,000 300,178,000 
PATTI AEA CEASE ek. tevcccns esssicassscesys 7,317,375 16,124,250 18,761,125 
(ope AS 1,682,000 25,490,000 21,226,000 


Source: Summary of Monthly Railway Traffic Reports (Dominion Bureau of 
Statistics, Ottawa). 

British Columbia is a heavy net importer of creamery butter and in 
supplying that demand Alberta has an obvious geographic advantage over 
Saskatchewan. The Saskatchewan Dairy Association points out at page 5 
of its Brief: 


“The point on the Prairies at which transportation costs equalize 
as between Eastern and Western markets approximates the Man- 
itoba-Saskatchewan provincial boundary, indicating that from the 
standpoint of shipping costs all creameries located in the province 
of Saskatchewan may more advantageously move their surplus 
creamery butter to the West or Pacific Coast.”’ 


As a result of its freight advantage westward Alberta’s natural market 
is British Columbia. From the standpoint of freight rates, as indicated in 
the Dairy Association Brief, Saskatchewan could also ship more advantage- 
ously to the Pacific coast than eastward but the British Columbia market 
is insufficient to absorb all of Saskatchewan’s surplus in addition to that of 
Alberta. Such butter as Saskatchewan does ship to the west (roughly one- 
third of her surplus) must compete with the Alberta product and move at 
a freight disadvantage as well. The balance of two-thirds of the Saskatchewan 
surplus must find its market in the deficiency provinces of eastern Canada. 


| 
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In these markets the Saskatchewan product competes with butter fron Man- 
itoba which Province, as a result of her geographic position, has a freight 
advantage on the eastern haul. In the words of the Dairy Association Brief, 
“Under normal circumstances, the Dairy Industry of Manitoba 
has only one market for surplus production. The same is true 
of Alberta. This is not so of Saskatchewan where at least one- 
third of the cream from which butter is made must be purchased 
in competition with Alberta plants which enjoy on the average 
approximately .55 cents—five to six’ tenths of a cent—per pound 
transportation cost advantage to the Pacific Coast with the re- 
maining two-thirds being in competition with Manitoba creameries 
who enjoy a similar transportation advantage to the Eastern 
markets. 
“These facts clearly indicate that while the point at which 
transportation costs equalize on the Prairie is the Manitoba- 
Saskatchewan provincial boundary, the deficiency and surplus 
factors actually result in the division taking place more nearly 
in the centre of the province of Saskatchewan.’’(pp. 5-6) 


Thus, not only does Saskatchewan ship out of the Province a greater 
volume of butter and a greater proportion of the total make than do other 
provinces, but owing to geographical location this exportable surplus must 
move longer distances by rail and at higher rates than those paid by competing 
ptovinces. Consequently the apex of the freight structure for butter move- 
ments falls within Saskatchewan, shifting back and forth across the Province 
as the relative levels of demand vary between the eastern provinces and 
British Columbia. Furthermore, when the factor of volume is also considered, 
it is obvious that total transportation charges, and therefore the contribution 
to railway revenue, for the movement of Saskatchewan butter are greater 
than in the case of any other province in Canada. 

The heavy impact of transportation charges borne by Saskatchewan 
relative to other provinces cannot be measured fully, however, solely in terms 
of charges on the product, creamery butter, moving to centres of consumption. 
The Saskatchewan Dairy Association deals with this in the following par- 
agraph at pages 15 and 16 of its Brief: 

“Tt is possibly unnecessary to point out that in the province of 
Saskatchewan where industrial development is largely lacking, 
all items entering into dairy or creamery processing excepting 
labour carry single or multiple transportation costs involving 
either freight or express and in many instances botin? -Tnytne 
butter industry, the dominant branch in Saskatchewan, there are 
three main items involved: 

1. Transportation charges on the incoming raw material, namely 

milk and cream. 

2. Transportation charges on materials used during processing 
and packaging (wooden boxes, salt, washing compounds, neut- 
ralizers, box liners, butter wrappers, cardboard containers, 
etc.) and all heavy dairy equipment. 

3. Transportation on the outgoing finished product.” 


Transportation on the outgoing finished product has already been dis- 
cussed. About 50 per cent. of the cream, according to the Association, 
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moves to creameries by rail. Processing and packaging materials practically 
all come from outside of the Province, in many cases from considerable 
distances. ‘he Association summarized transportation costs in the following 
manner at page 17 of its Brief: 
“The cumulative transportation charges presently assessed by the 
railways either as express or freight on a pound of Saskatchewan 
creamery butter involve approximately 4.97 cents a pound, origin- 
ating in this manner: 


Incoming express on raw material, creaml.................010 12506 
Incoming freight, etc., on essential supplies... ................4. 0.195¢ 
Carlot transportation on surplus finished product to 
AMATI RE 3.5.0 b Sapeehey iden eA act dnteed ee be Oe 3:196€ 
Additional railway service Charges.<.........c0t serene ere 0,12¢ 
4:97 1G," 


At present floor prices for butter the transportation factor of 4.971 
cents represents 8.6 per cent. of the price of a pound of creamery butter 
Butter prices have already been influenced by the new competitor, margarine, 
and the ultimate course of creamery butter prices is impossible to predict. 
Should prices again decline to the 30 cent level quoted on the Toronto and 
Montreal markets as late as 1941, or the much lower levels of the nineteen- 
thirties, the impact of transportation costs would be proportionately much 
greater. The Saskatchewan producer is at a serious disadvantage in relation 
to competitors closer to consuming centres in eastern and western deficiency 
areas. This burden is sharply enhanced as prices for the product decline 
and other costs including freight rates tend to remain rigid. 


The dairy industry is an important branch of the agricultural economy 
of Canada. Its products represent the greatest source of protective foods 
necessary to the health of the nation. Consumption is largely domestic, 
in contrast to many other agricultural products. In fact deficiencies in 
production to meet domestic needs have at times occurred. The distribution 
of production in relation to population has brought about an extensive traffic 
in dairy products, in which there is complete dependence on rail for the 
major movement—that between the Prairie Provinces producing in surplus, 
and the eastern provinces and British Columbia importing on a large scale. 
A measure of relief in the matter of transportation costs, which represent such 
a large part of the overall costs in the dairy industry of western Canada, 


would be in the interest of an important industry and in the national interest 
as a whole. 


6. The Poultry Industry 


With respect to the Saskatchewan Poultry Industry it should be noted 
at the outset that sound policies to promote quality and facilitate efficient 
marketing have, in recent years, assisted poultry raising to emerge from the 
position it once held as an unimportant sideline chiefly aimed at supplying 
the farm requirements, with any surplus being sold or used as a medium of 
exchange at the country store. To service poultry raising there has grown 
up an important hatchery industry, and in the marketing of its products 
a substantial produce trade has developed. In 1948 the poultry population 


of Saskatchewan was just under 10 millions or approximately 14 per cent. 
of the Dominion total. 
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The Saskatchewan Poultry Board in its Brief to the Commission appraised 


the advantages and disadvantages faced by the poultry industry in Sask- 
atchewan: 


“Conditions in Saskatchewan, in the light of recent advances in 
poultry husbandry, are very favourable for development of the 
poultry industry, with long hours of sunshine, abundance of 
comparatively inexpensive land for ranges, and cheaper feeds. 
Saskatchewan poultrymen, however, have laboured under many 
difficulties not encountered in localities more favourably situated 
as regards markets. Saskatchewan has no large urban consuming 
centres and producers have to face the fact that surplus pro- 
duction must be shipped long distances to outside markets in- 
volving extra care in handling, extra costs in refrigeration and 
extra charges in freight rates not borne by more favourably lo- 
cated competitors.”’ 2° 


Eggs and poultry are produced in this Province almost entirely by small 
farm flocks. There are only a very few so-called commercial flocks and these 
are, in general, located close to the larger centres of population. Consequently 
the production of eggs takes place over a wide area and on a great many 
farms most of which are far removed from any large population centre. 


In eastern Canada particularly Ontario and Quebec, the industry is 
much larger and is confined to a much smaller area. There is little or no 
initial rail movement of either eggs or live poultry for the reason that most 
producers live very close to registered killing and grading stations and can 
deliver most of their produce directly. Good roads, open 12 months of the 
year, allow most of the assembly to be done by truck which is not the case 
in Saskatchewan. Most of the initial movement in this Province must be 
by rail for the reason that roads are impassable over several months of the 
year. 


As compared with eastern Canada there are no large consuming centres 
in Saskatchewan, and such urban centres as Saskatoon and Regina are largely 
supplied by producers living within 25 or 30 miles of the city. This leaves 
a very large area of production from which eggs and poultry must be shipped 
long distances whereas in eastern Canada, particularly Ontario and Quebec, 
most producers are within a radius of a few miles from the large consuming 
centres. 


Transportation costs are an important factor in the assembling of eggs 
in Saskatchewan. In the first instance eggs must be moved from various 
country shipping points to registered egg grading stations, of which there 
were some 130 in the Province in 1948. This shipment is almost entirely 
by express but since small shipments move at a fixed minimum charge 
within the Province, distance is not usually a determining factor in the cost 
of this initial movement. Many grading stations do not, however, receive 
sufficient volume to make up carload lots so that eggs must be moved by 
L.C.L. shipment to assembly points, of which there were 42 in the Province 
in 1948. An assembly station may itself load only one car in the peak of 
the season and then revert to shipping L.C.l. to other points. For example 
all 42 assembly points were loading in mid-April of 1948 but by June this 
number had been cut in half, with a resulting increase in L.C.L. shipments. 


25 See The Saskatchewan Poultry Board Submission to the Royal Commission 
on Transportation (Regina, June, 1949, mimeo.) pp. 4-5. 
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Insofar as poultry meats are concerned the initial movement is con- 
siderably longer. In the interests of quality, producers have been encouraged 
to have their poultry killed in a registered killing plant and today the bulk 
of poultry is handled in that way. There were 25 killing plants in operation 
in 1948 which necessitated live birds being moved considerable distances, 
largely by express. 

Transportation of Saskatchewan eggs and dressed poultry to eastern 
domestic and to export markets must be entirely by rail. The great distances 
also involve icing or heating charges on the product. In the East many 
shipments can be made to the large domestic consuming centres and even 
to the United States by truck because of the short haul. 


Saskatchewan eggs must be sold in competition with those of Manitoba 
and Alberta on the eastern and export markets. This puts Saskatchewan at 
a geographic disadvantage over Manitoba but at an advantage over Alberta. 
Recently Alberta has been marketing an increasing volume of eggs in British 
Columbia so that a closer market for at least some of Alberta’s production 
is at hand. 


All movements of poultry products out of the Province must undergo 
Dominion Government inspection and Table XXI showing inspections of 
dressed poultry reflects quite accurately the volume exported from the 
Province. 


TABLE XXI 


Volume of Dressed Poultry under Dominion Inspection in 
Saskatchewan, 1946 to 1948. 


1946 1947 1948 

lb. lb. lb. 
Chicken. ...... BOP Jeu eee 1,698,843 2,316,014 1,463,384 
IEC Oey pe teret: .diesce eed. eee Led [Oy 2d PIM HS) SV 7 3,028,672 
MTERICE VASE Fed OS vee ey 2,848,130 SOMOS 2,678,993 
TCT Gotan ee ens van ek een, 12,344 75393 6,143 
ECS ey ee Bor eee ae eee 50,284 30,509 21,108 
dt BiGae lle coke y See cancer. elena 6,385,874 8,316,831 7,198,300 


SourcE: By correspondence with Dominion Department of Agriculture, 
Marketing Service. 


The principal markets for Saskatchewan eggs, over the years, have been 
the large population centres of eastern Canada, mainly Toronto and Montreal 
although during the early war years poultry flock owners were encouraged 
to increase their production of eggs and of poultry meat to supply the very 
large market for eggs in the United Kingdom, which had formerly been 
supplied by Poland, France, Denmark and the Netherlands. 


All eggs moving out of the Province in more than 99 case lots must be 
inspected by the Dominion Poultry Marketing Service. ‘Table XXII shows 
the total inspections of eggs for shipment out of the Province and, since all 
eggs inspected for the Special Products Board are delivered to the British 


Ministry of Food, the development of the British market as an outlet for 
Saskatchewan. 
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TABLE XXII 
Dominion Inspection of Eggs in Saskatchewan, 1941 to 1948. 


Inspected for Delivery 


Year Total Eggs Inspected to Special Products Board 
casesivol 130 ‘doz: cases of 30 doz. 
194 bcs weenie ak aehe. 293,232 68,992 
1942 a7 A eth os. Pi ne ae 491,218 279,147 
1943. ceesnael Cibo ae et. 2S, 539,485 LEENA 
1944 efor 2 Ret, Beh ted 8 677,457 543,016 
1945 ys a eels es 8 661,482 473,209 
19267 e ue 2 ee eer ee ren 404,356 254,283 
1 Oa oN ee ee Pe 387,850 227,606 
OAS... .. kc eee tee 367,997 ZIOrS8 I 
NOTE: Not all eggs move as shell eggs. In 1948 approximately 37 per cent. were moved 


out of province as dried eggs and 12 per cent. as fresh frozen eggs. 


Sources: By correspondence with Dominion Department of Agriculture, 
Marketing Service, and Annual Report of the Poultry Commissioner, 
Saskatchewan Department of Agriculture. 


The market for poultry meat is almost entirely the large consuming 
centres of eastern Canada. For a time during the war years the British 
Ministry of Food made substantial purchases but these were discontinued in 
1947. 


The American market has always exerted a considerable influence on 
Canadian prices but has never absorbed any appreciable quantity of Saskat- 
chewan eggs or poultry. Few eggs are shipped directly to the American 
market because egg price fluctuations in United States urban centres are 
marked. Any eggs that do move to that market usually go from Ontario 
and Quebec to eastern United States centres, with western eggs going to 
eastern Canada to make up the resulting deficiency. 


Varying amounts of poultry meat have moved to the American market 
over the years. With the loss of the British market, however, and a greater 
volume coming forward, a greatly increased movement to the United States 
‘became apparent in 1947 and 1948. During 1948 the greatest Canadian 
export of poultry meats on record was made, almost entirely to the American 
‘market. This volume was largely made up of live poultry from Ontario and 
“Quebec to eastern United States centres. A very small quantity of dressed 
‘poultry moved from the western provinces to the United States. The Saskat- 
chewan market continued to be eastern Canada with poultry meats from this 
Province moving to the Toronto and Montreal markets. 


The British market has been the principal market for eggs since the in- 
ception of the contracts with the British Ministry of Food in 1941. ‘These 
contracts, have in effect, taken all the surplus production of Saskatchewan 
and the other provinces until the present time. Production was expanded 
to meet these contracts. The British Ministry of Food is still buying eggs 
in Canada, although in sharply reduced volume, and will continue to do so 
until the end of the present year. Future prospects in this market are not 
promising and it appears probable that by 1950 Saskatchewan will again have 
to look to eastern Canada for a market for all her surplus eggs. 
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Thus far, this discussion has dealt with the transportation problems in- 
volved in the marketing of the products of the poultry industry. Trans- 
portation costs however enter into the industry at two other important points. 
As the Poultry Board pointed out at Regina, rail transportation charges, 
either express or freight, are a significant part of the cost of raising and pro- 
curing baby chicks from hatcheries. All hatchery equipment and all packaging 
supplies for the shipment of baby chicks from hatchery to farm must be 
brought into the Province by rail. In addition to these indirect transport- 
ation costs the producer must bear the express charges on chicks from hat- 
chery to farm. Having received his chicks from the hatcheries the producer 
must provide himself with specialized equipment in the form of brooders, 
stoves, feeders and other items which are manufactured largely in eastern 
Canada. 


Although feed grains are produced in Saskatchewan in great volume on 
most farms, scientific poultry raising requires specialized feeding practices if 
quality of product is to result. Feed grain must be supplemented by con- 
centrated proteins and vitamins and many poultry raisers are now finding 
it desirable to buy feeds ready mixed. ‘The necessity for procuring these 
supplements or the ready mixed feed, and sometimes even the grain itself, 
in small and frequent shipments accentuates the incidence of transportation 
costs to the poultry farmer. The Brief of the Poultry Board summarized 
the transportation problems of the industry in two sentences: 


“The movement of eggs and poultry products and the supplies 
necessary to their production and handling are dependent almost 
entirely on the railways in this province. The transportation 
charges against the product and the feed and supplies necessary 
to its production are as high or higher than for any of the other 
provinces.’ (p. 5) 


Substantial progress has been made in the poultry industry in Saskat- 
chewan. The impetus given by wartime demand and favourable prices 
raised the status of the poultry industry to a new level. The loss of the 
important British market for poultry meat and the reduction in the contract 
for eggs leaves the industry in a vulnerable position with the future unpre- 
dictable. Even at best the Saskatchewan producer is at a serious competitive 
disadvantage compared with the eastern producer. With heavy and relatively 
fixed transportation costs the Saskatchewan poultrymen will certainly be 
among the first to feel the effect of reduced market demand and the problems 
and burdens which inevitably result from lower prices. 


7. Other Agricultural Products 
The Forage Crop Seed Industry: 


Although production of forage crop seeds is not a 
terms of the total agricultural income of the Province, the growing of alfalfa 
clovers of various kinds, brome grass, crested wheat grass timothy western 
rye grass, etc., for seed has achieved an important place in) the economie 
life of northern Saskatchewan. ‘The industry is comparatively new but has 


shown rapid expansion and represents a successful eff : 
: ; ree ort to adapt 
production to soil and climatic conditions. Pt agneuliae 


major industry in 
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The relative position of each of the Prairie Provinces in the production 
of forage crop seed over the last decade is shown in Table XXIV, reproduced 
from the Joint Presentation of the Seed Growers Associations. 7° 

The importance of the export market to forage crop seed producers is 


indicated by a comparison of exports shown in Table XXIII with western 
production figures. 


TABLE XXIII 


Exports of Principal Forage Crop Seeds from Canada for Crops 1937 
to 1947, and Exports from the 1948 Crop to the end of February, 1949. 
(000 pounds) 


Sweet Red Crested 

Alfalfa Clover Brome Clover Alsike Wheat ‘Totals 
193 /2235,2. 32> ee 3,347 993 1,210 
LOS Swe nc he eee 3,267 301 4,324 
19300 Fee. ee 3,364 3,694 3,803 1,334 2,857 1,542 16,594 
1940.70 eS eee 1,574 450 2,973 Doo 654 1,291 7,194 
190415 ee ee ee 7,998 766 4,511 SOKO 3,161 deh 20,545 
OAD Ne a acd 2 eee 2,256 1,985 Ro PE” ane 51 1,229 12,366 
NOG ie Ok Oo, 584 4,363 5,697 83 690 1,492 12,909 
LOA ee ee 4,979 8,880 6,661 2,362 104 583 23,569 
OAS oe. eee 5,140 11,061 7,928 880 656 1,081 26,746 
MOA Oy rect eee 4,020 10,422 6,663 Bale 2,044 199 DHEA WAL 
ae4a7: |. ee 7,945 13,409 4,550 2,330 1,624 68 29,926 
OLS Sone eae 15,638 DEOD3 5,628 6,369 6,084 90 Sere 


'*—To end of February 1949. 
SourcE: Joint Presentation, Seed Growers Associations. 


Most forage crop producers in Saskatchewan operate small acreages on 
northern bush soils for the most part unsuited to the growing of staple crops 
such as wheat. Such producers consequently depend on these seed crops for the 
greater part—and in many cases all—of their income. While individual 
acreages are small, resulting in low per capita income, transportation charges 
on the product are high, and have recently undergone a major increase as a 
result of the lapsing of the special seed tariff. Actually freight costs represent 
by far the largest item involved in the processing, handling and marketing 
of these specialized crops. 

Saskatchewan and Alberta are now recognized as the chief producers of 
forage crop seeds and both Provinces labour under the disability of long rail 
hauls to their markets. Seed producers are contributing not only towards 
the economic development of the north but with their products make possible 
effective soil conservation and soil improvement programmes on grain growing 
land elsewhere in Canada and the United States and even in parts of Europe 
where forage crop seeds from Saskatchewan are used. 


26 See Joint Presentation of Alberta Crop Improvement Association, Alberta 
Seed Growers Co-operative Limited, Alberta Branch Canadian Seed 
Growers Association, Saskatchewan Seed Grain Co-operative Limited, 
Saskatchewan Forage Crop Growers Co-operative Marketing Assn., 
Saskatchewan Branch Canadian Seed Growers Assn., Manitoba Crop 
Improvement Association, Manitoba Branch Canadian Seed Growers 
Association to the Royal Commission on Transportation (Winnipeg, 
June, 1949, mimeo.). 
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Opportunities for the growing of specialized crops in the northern part 
of the Province have contribuied to the growth of population in that area. 
While the movement of specialized crops bears a heavy freight rate, a more 
significant factor from the standpoint of the railways, is that this type of 
production supports a permanent population of greater density thus pro- 
moting a larger volume of traffic of both producer and consumer goods. 


The Honey Industry: 


Honey production, like the growing of forage crop seeds, is not a major. 
industry in Saskatchewan but several hundred beekeepers, operating up to 
1,000 colonies each, derive their whole livelihood and more than 11,000 
other farmers secure a portion of their income from the industry. 

As pointed out in the Submission of the Saskatchewan Honey Producers 
Co-operative Marketing Association, Ltd., bees have a two-fold value. In 
addition to their obvious use as producers of honey and wax they also act as 
pollinators and are thus of important economic value particularly to the alf- 
alfa and clover seed industries. The Association pointed out: 

“The value of bees as pollinators is generally considered to exceed 

their value as honey producers. An abundance of bees is neces- 

sary to ensure a full set of seed on clovers, rape and alfalfa. The 

role of bees in pollinating is likely to become even more important 

in the future as legume growing becomes more common and as 

the wild bee population is further depleted by land clearing oper- 

ations:) 24 

Honey production is subject to wide seasonal variations, being extremely 
sensitive to weather and crop conditions in the clover and alfalfa districts. 
For example, in the disastrous crop year, 1937, Saskatchewan produced only 
1,142,000 pounds of honey, while in the following year, with about the same 
number of colonies, production more than doubled, amounting to 2,794,000 
pounds. The peak year in production came in 1945 with 7,328,000 pounds. 


TABLE XXV 


Honey Production Canada and Saskatchewan, Prices and Value of 
Saskatchewan Honey Crop and Number of Beekeepers, 1926-1948. 


CANADA SASKATCHEWAN 
Per Cent. 

Production Production of Dominion Price Value Number of 
Year 000 Ib. 000 Ib. Total G: $000 Beekeepers 
199 6 path eee eee 19,526 170 4) 22 38 870 
10:31 ee eS, ot eee 31,324 610 il 2 73 1,470 
POS GA ek ecco eee 37,995 2,636 6.9 10 264 3,000 
OA yx SLAG hs tga ea tr ee SOIL 9 PASToys 8.9 12 348 4,820 
GAD IRS SR SP Ae ne) eee 28,049 4,947 Lin 12 620 5,760 
O38 eRe Se ee 39,492 DCLONs) 13.6 15 815 12250 
1 OAAS 8 CF, Boose A ee 36,264 4,376. 1 ill 16 700 9,920 
OAS Sh 4 eee eee ee 33,020 7,328 DID) (lf) 1,253 11,390 
LOA GI Ah eee eee 23,975 3,953 16,5) 18 712 12,020 
OAT Soy) AT: anette eee 37,078 6,232 16.8 25 1,558 11,000 
1 OAS (Gis cstreteen tn eee nee 43,938 5,038 Uh (2) (2) 8,340 


(1) Preliminary. (2) Not available. o. as 
Source: Quarterly Bulletin of Agricultural Statistics (Dominion Bureau of 
Statistics, Ottawa), and correspondence with Dominion  Statis- 
tician, ‘August, 1949. 
27 See Submission of the Saskatchewan Honey Producers Co-operative 
Marketing Association Limited to the Royal Commission on Transportation 
(Regina, June, 1949, mimeo.) p. 1. 


52 


Table XXV shows the production of honey in Saskatchewan and Canada 
and the price and value of the Saskatchewan honey crop together with a re- 
cord of the number of beekeepers. . 


Variations in production, however, have not provided the only problem 
with which the industry must contend. Prices tend to go in cycles. For a 
long period prior to 1943 honey prices were low, never going above 12 cents 
and falling as low as 8 cents per pound. ‘The problems of producers were 
further aggravated by the fact that low prices and low production frequently 
coincided. 


The relatively favourable showing of the honey producing industry in 
the past few years was, in large measure, the result of the world shortage of 
sugar. How much of the improvement can be maintained under normal 
conditions is problematical. 

Geography imposes a serious handicap on Saskatchewan beekeeping. 
The honey producing areas are remote from sources of supplies and from the 
larger centres of consumption which constitute the principal markets. The 
relative burden of transportation costs on the honey industry was set forth 
in a very comprehensive manner by the honey producers. A sharp drop 
in honey prices would add seriously to this burden. 


8. The Non-Agricultural Economy 


A. Manufacturing and Processing: 


The average contribution of Saskatchewan to the total gross value of 
manufacturing production of the Dominion over the past twenty years has 
been rather less than 2 per cent. (See Table XXVI). 


TABLE XXVI 


Gross Value of Manufacturing Production, Canada and Saskatchewan, 


1925-1947. 
Year Canada Saskatchewan 
IRR See $ 2,816,864,958 $§  36,7eanat 
en, Lee 3,280,236,603 56,806,380 
[G5 Se Ah 2,653,911,209 42,031,223 
10808 ee ocr. 3,474,783,528 60,650,589 
[oO we 4,529,173,316 76,284,332 
GY ie Pi a +: ean 6,076,308, 124 96,020,975 
yo ee | re 7,553,794,972 120,256,733 
Se nc 8,732,860,999 152,123,360 
SEE he a, a ; 9,073,692,519 175,349,234 
TCE! Sy CT 8,250,368,866 167,688,133 
GYRUS tle ae ae 8,035,692,471 168,356,619 
[On eee 10,081,026,580 196,452,199 


SOURCES: Canada Year Book and, for 1946 and 1947 correspondence with Do- 
minion Statistician, August, 1949. 
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Table XXVII, showing the geographical distribution of manufacturing 
by provinces in Canada in 1947 (the latest year for which this information 
is available) shows that the value of production, net and gross, in Saskat- 
chewan is the smallest in the Dominion except for Prince Edward Island. 
The gross value of manufactured goods in Saskatchewan was approximately 
$196 millions or 1.9 per cent. of the Dominion total compared with $296 
millions, or 2.9 per cent. for Alberta, and $383 millions, or approximately 
3.8 per cent. of the national total, for Manitoba. 


TABLE XXVII 


Geographical Distribution of the Manufacturing Industries of 
Canada, 1947. 


; Establish- Em- Salaries Cost of *Net Value Gross Value 

Province ments ployees and Wages Materials of Products of Products 
No. No. $000 $000 $000 $000 
Prince Edward Island...... 260 1,906 1,938 8,610 3,849 12,654 
INGVARSCOUld. = ete ee 1,480 30,285 46,113 111,354 84,935 204,219 
New Brunswick.................. 1,061 24,181 39,583 116,491 83,488 208,367 
IDI CER Felts cacssasccevestvoee 11,223 379,449 662,838 1,601,056 1,324,398 3,017,049 
Fl S:0 3 vee ret let be 11,860 537,581 1,037,977 2,651,698 2,136,014 4,903,473 
MnO Dawets ears: scree eo te 1,413 39,378 68,973 236,936 139,374 383,130 
Saskatcnewatiers ses. ..0-% 1,001 ies 19,662 151,449 41,481 196,452 
TEN UOYESCLEZ 1 Sea Sane ee 1,382 23,941 41,246 202,324 89,290 296,054 
racism COMM Dides.. sets. 3,020 83,161 167,283 453,671 388,702 858,285 

Yukon and North-west 

Mer iIKOmeG eee wectet co: 14 145 Silks} 691 B25 1,344 
“Ivogered ia ery eae eee 32,714 1,131,750 2,085,926 5,534,280 4,292,056 10,081,027 


* In accordance with a resolution passed by the Conference of British Commonwealth 
Statisticians, 1935, the net value of production is now computed by subtracting the cost of 
fuel and electricity as well as the cost of materials from the gross value of the products. 

SourcE: The Manufacturing Industries of Canada, 1947, Memorandum 

prepared by the General Manufactures Section, Industry and 
Merchandising Division (Ottawa, Dominion Bureau of Statistics, 
1949). 

Table XXVIII gives the principal statistics, including the gross values 
of production, of the leading industries of the manufacturing group in Saskat- 
chewan for 1947. It will be noted that the three most important industries— 
accounting for well over one-half of the total gross value of all manufactures 
—are concerned with the processing of primary agricultural products. Trans- 
portation naturally bulks large in the movement of these products to eastern 
domestic or to export markets. The next largest industry, refining of 
petroleum products, is also closely related to a mechanized prairie agriculture 
creating heavy demands for petroleum products of all kinds. The remaining 
industries merely represent the processing or manufacturing of natural 
products on a necessarily small scale (as in the case of sawmills) or servicing 
enterprises (such as bakeries and printing and publishing enterprises) to 
supply in whole or in part strictly local requirements. The only significant 
“manufactured” items moving out of Saskatchewan are processed agricultural 
products and it is clear that Saskatchewan did not share, in any measurable 
degree, in the wartime expansion in heavy industry. 

The past two or three years have witnessed several attempts to broaden 
the base of industry in the Province. This has been reflected in the estab- 
lishment of a woollen factory, a natural sodium products plant, a plant for 
processing vegetable oils, a chemurgy plant and a number of local industrial 


concerns. 
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TABLE XXVIII 


Manufacturing Industries of the Province of Saskatchewan, 1947. 


Estab- Total Total Cost Net Gross 
lish- Em- Salaries Materials Value of Value of 
Industry ments ployees and Wages Used Production Production 
No. No. 
1. Flour and feed mills.. 34 861 1,763,496 34,365,621 5,817,922 40,635,390 
2. Slaughtering and 

IME E PACKING ceseeccer es 8 1,835 3,659,916 27,248,776 6,991,255 34,487,263 
3. Butter and cheese.... 69 1,485 2,241,745 20,363,312 5,442,378 26,121,547 
4, Petroleum products... 7 598 1,330,639 23,768,985 480,907 25,191,964 
Sr Brewenles te ssa 5 392 786,424 1,295,652 5,/32;A77 = 7eede 
6. Bread and other P 

bakery products........ 93 1,001 1,444,494. 2,867,822 2,549/335 sis a7 oso 
7. Printing and ; 

PUL Sion: 110 1,017 1,765,838 970,076 3,155,277 4,198,183 
SeeOa willl Seen semen eee 427 1,341 987,690 1,707,527 2,385,477 451855743 
9, Feeds, stock and 

POUL nate eee tee cae 13 134 237,055 3,173,210 A544 atOoOmasn 
10. Foods, miscellaneous.. 8 153 181,888 1,583,699 591,383 92, 19374560 
11. Planing mills, sash 

and door factories...... 21 346 542,248 905,916 1,004,640 1,946,279 
12. Aerated and mineral 

WraLO LS Mew san reese oe tulsa 19 165 266,101 585,697 863,733 © 155045583 
13. All other* leading 

CISL Gn eine eee: 6 517 1,238,863 28,186,570 406,865 29,320,542 
Total Leading Industries. 820 9,845 16,446,397 147,022,923 35,876,061 186,165,128 

Total, All Industries........ 1,001 11,723 19,661,970 151,449,021 41,480,520 196,452,199 


“Includes: Vegetable oil mills, bags, cotton and jute, wood preservation, non-ferrous metal 
smelting and refining. 


SouRcE: Correspondence with Dominion Statistician, August, 1949. 


An important addition to the Saskatchewan slaughtering and meat 
packing industry has been made by the Canadian Co-operative Processors 
Limited (formerly the Horse Co-operative Marketing Association) at Swift 
Current which obtained a contract to supply processed meat to the Belgian 
government in 1945. Since then large contracts have been filled for 
U.N.R.R.A. This project has been of economic value to Canada as a whole; 
it has been an instrument in assisting European rehabilitation; and it has 
facilitated the disposal of surplus horses and the establishment of a sound 
land use policy in south-western Saskatchewan. ‘The increase of 21 per cent. 
in freight rates was a serious blow to the operations of this industry, coin- 
ciding as it did with difficulties in finding markets for its products. Inward 
transportation costs of the plant are increasing as the source of supply 
recedes farther from Swift Current and as the Co-operative faces the 
competition—both for horses and for markets—of a number of similar plants 
in the United States. The special problems of freight rates were dealt with 
in detail in the Brief which this co-operative organization presented at 
Regina. 28 

Closely allied to manufacturing and indeed one of the major factors in 
determining the location of industry is the availability of cheap power. 

28 


See Memorandum of Canadian Co-operative Processors Limited to Royal 
Commission on Transportation (Swift Current, June, 1949, mimeo.). 
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TABLE XXIX 
Electric Energy Generated by Type of Station and by Provinces, 1946. 
Generated By 


Province or Territory Water Power Thermal Engines Total 
000 kwh. 000 kwh. 000 kwh. 
Prince Edward Tela everson sess. Sle 16,189 16,702 
Nova SCO CLL. so. of Sareea cts tena nis 340,941 249,551 590,492 
New Branswickye-wr..o4)..nt tetas 444,793 148,130 592,923 
OED EG...) can See ee rane? 23,589,563 7,758 ISO 
Ontario ce. See ene eee tet 1087 TL (AD 6,393 10,778,135 
Manitoba.4 2. eee ee 2,386,339 3,036 2,389,375 
Saskatohewane. =e eee ere Nil 270,691 270,691 
Alberta ace eye: eee ee 357,056 244,992 602,048 
Britishe Columbiave eee 2,801,448 97,852 2,899,300 
‘Totalsl946.4.2)50) pee een eee 40,692,395 1,044,592 41,736,987 


*—Includes Yukon. 


Source: Canada Year Book, 1948-49, p. 497. 


Industrial and domestic consumers of electric power in Saskatchewan 
are in a uniquely vulnerable position with respect to freight rates, since 
Saskatchewan is the only province which is forced to depend entirely on 

coal plants for the generation of electric power (see Table XXIX). 79 
| Every other province is able to produce electricity through water power 
while in certain parts of Canada, such as southern Alberta, natural gas 
provides a relatively inexpensive substitute for electricity for heating and 
lighting purposes. Generation of electricity from coal is normally a more 
expensive process than the utilization of water power but in Saskatchewan 
sources of water power are scattered and remote. ‘Transmission of electric 
power for country use in the Province presents formidable difficulties on 
account of the great distances between producing plants and the small 
number of available customers per pole-mile of line. 


Since the source of Saskatchewan electricity is coal, the cost of trans- 
portation of coal from mines near the United States border in the south of 
the Province or from Alberta to the various plants is of prime importance 
in the cost of generating electricity. 

B. Mining: 

The very substantial development of the mining industry in Saskatchewan 
since 1935 is indicated in Table XXX, showing the gross annual value of 
mineral production in Canada by provinces at five year intervals, 1935 to 
1945 and for the year 1948. 

Saskatchewan’s potential mineral wealth and the rate of future develop- 
ment are difficult to assess, but much prospecting has been done and the 
northern shield undoubtedly has many promising areas which will develop 
as other mining areas have done in similar geological formations across 
northern Canada. Distances involved in bringing in equipment for pros- 
pecting, drilling and milling will always be a factor in Saskatchewan mineral 
development, and as new fields are proven new railway services and rail 
lines will become necessary. 


29 See also Submission by Saskatchewan Homemakers’ Clubs to the Koval 
Commission on Transportation (Regina, June, 1949, mimeo.). 
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Metallic minerals produced in Saskatchewan include gold, silver, copper, 
zinc, cadmium and selenium, found in the Pre-Cambrian Shield to the north 
of the agricultural area.. ; 

An important non-metallic mineral produced in Saskatchewan is sodium 
sulphate, which must be transported to distant markets and faces keen 
competition from American suppliers. Even at present prices, freight charges 
represent upwards of 50 per cent. of the laid-down cost of this product. 

TABLE XXX 
Gross Value of Mineral Production in Canada by Provinces, 1935, 
1940, 1945 and 1948. 


Province 1935 1940 1945 1948(1) 
INOWATOCOULL an ee etre eoteatcrateees $ 23,183,128  $ 33,318,587  $ 32,220,659 $ 56,155,799 
Ne wan IS GUMS WiC keener tees. feces cs rea aeee 2,821,027 3,435,916 4,182,100 7,339,998 
(ChE Reh ne cicee are Shek oe Eee 39,124,696 86,313,491 91,518,120 147,081,732 
OAT Om, Meee eee teenie dkacee, 158,934,269 261,483,349 216,541,856 286,658,445 
INLATILOD aes. cet ee eens eee cc aoscces: L052 407 17,828,522 14,429,423 PSEA FN 
Saske tchewa teas sneer ntsc ccs: 3,816,943 11,505,858 22,336,074 34,421,180 
ZANTE SYS) Gu Badin ob ae a Rea cee ee 22,289,681 35,092,337 SHES oi 92,623,314 
Brrtishs Colunibiaameren. ccc. 48,692,050 74,134,485 64,063,842 147,317,853 
BY tlcom , GcmeINISWW ell ss ettescccescstesess 1,430,246 6,712,490 1,709,870 7,814,183 
(Cana calms ees arsen an $ 312,344,457 $529,825,035  $498,755,181  $806,180,215 


(1) Preliminary. 

Sources: Canada Year Book, and Preliminary Report on the Mineral Pro- 
duction of Canada, 1948 (Ottawa, Dominion Bureau of Statistics, 
1949). 


Among the possibilities in the non-metallic minerals is the development 
of the white clay deposits for use in the paper, ceramics, linoleum and rubber 
industries. Most of the clays used at present are imported into eastern 
Canada from Georgia and from England by water. ‘The area in Saskatchewan 
where such clays have been experimented with is in the remote western part 
of the Province, and any development in this field will almost certainly 
be contingent on lower transportation costs on the long haul involved. 

The coal produced in Saskatchewan (Table XXXI) is of the lignite 
variety and is found in southern Saskatchewan, the largest field being in 
the south-eastern part of the Province. 


TABLE XXXI 


Production of Lignite Coal in Saskatchewan, 1925, 1930, 1935 and 
1940 to 1948 Inclusive. 


Year Short Tons 
ee OP TR ee i ey gt 471,965 
TOO alk a rs ns 579,424 
OS... a en Orer 921,785 
ee eM EE? clo, food ogo 8Ses io daacdeace acs coash acs 1097-5 in 
ee 62 P Rc ci yvBek cn vecucbbex cn ecccseviacnte: Lge 2,uOo 
TSO © battery Oteeg Ae 9 er 1,301,116 
(OL. ae 0 er nn 1,665,972 
Re AN EPP 5 2c, esicdc ove! e x sade 1,372,766 
TOG) Salih a fl rt 1,532,995 
Bee MO ASSMAN cy AW 6 box. csieseeveeassaehd. ca lenol 1,523,489 
ee BMP once Hee OH LE Ss veh 4. ouseevcddstadycadvtigeces LST AT 

IS hoy SiR oh Ne peer 1,589,172 


SouRCES: Canada Year Book and corres ; ie 
| spondence with Domi istici 
August, 1949. minton Statistician, 


oy 


Freight charges weigh heavily on the Saskatchewan coal mining in- 
dustry owing to the low unit value of the coal. Relative heat values are 
shown in Table XXXII. 


TABLE XXXII 


Average Heat Values of Alberta and British Columbia Coals compared 
with Saskatchewan Lignite 


Rough Average B.T.U. Heat Ratio of Alta.-B.C. 


Alberta & B.C. Coals: Values per lb. Coals to Sask. Lignite 
Bituminous, Grademl sca eee ee eee 14,000 Ley 
Bituminous (Gradew2it. ee ee 13,000 1 Bales) 
Bituminous: Grade: G5.e7se ee ee 11,500 1:1.64 
Sub, BiG nous: isa... pasagescerceneagenes ene os 10,750 ie algo 
Ligaibe cen. svccec cp eas cts eae ee 8,750 122.5 
OSKGICNCWOAI LONE anette cter ee eee 7,000 

Source: Coal Statistics of Canada, 1946 (Ottawa, Dominion Bureau of 

Statistics) 


The Brief of the Saskatchewan Coal Mine Operators presented at the 
Regina Hearings made the following points: 

“It follows from the foregoing figures that to deliver to the 

consumers coal with an equivalent amount of heat units, Saskat- 

chewan producers must mine, prepare, handle and pay the freight 

on two tons of coal to equal the highest grade Bituminous and 

one and one-quarter tons to equal the lower grade coals produced 

in the Alberta coal fields. 

“The value of the commodity as a factor affecting the level of 

freight rates is closely allied to the value of the service, since 

generally speaking the higher the market value of an article the 

greater the value of the transportation service.” 3° 

The difficult position in which the Saskatchewan Coal Industry finds 
itself and the disrupted competitive position of the industry following the 
recent flat increase in freight rates on all coal are described at length in the 
above Brief. That Submission is commended to the attention of the 
Commission. 


C. Petroleum: 


The Lloydminster oil field, which is centered on the Alberta-Saskat- 
chewan boundary produces a heavy crude oil quite different from that of 
the light oils of Turner Valley, Leduc, and Redwater in Alberta. Lloyd- 
minster oils are best suited for fuel oil and asphalt. 

Up to the end of 1948 there were some 255 commercial producing wells 
working in an area of about 665,600 acres with another 20 wells waiting to 
be placed in production. If all 275 wells produced at capacity a minimum 
of 8,500 barrels per day would be produced. Output increased sharply in 
1948, but restricted market outlets made it necessary to cut back production 
in the fall of that year by shutting down some wells and slowing up pumping 
operations on others. This curtailment of oil production has meant a serious 
set-back to the development of the field which has, in the opinion of qualified 
authorities, much greater potentials. 
ee 
80 See Brief of Saskatchewan Coal Mine Operators to the Royal Commission 
on Transportation (Estevan, June, 1949, mimeo.) p. 3. 


58 


During certain summer months road surfacing serves as an outlet for 
part of the product. With the lack of large scale industry in western Canada, 
industrial use of Lloydminster petroleum is seriously limited in the prairie 
region. By far the most important uses to which such oil could be put would 
be as fuel for industrial purposes and as fuel oil on boats. 

At present producers are unable to reach the British Columbia market 
in competition with imported crude oil from Venezuela and California due to 
the high cost of transporting the product over the long haul to the coast. 
The British Columbia market is a substantial one and it would be a valuable 
addition to the Canadian economy if this could be served from Canadian 
sources of supply. 

The Lloydminster Petroleum Association presented its Brief 3! at 
Calgary and the Government of Saskatchewan commends the views expressed 
in this Brief to the consideration of the Commission. 


D. Forestry: 

The value of Saskatchewan forest production in 1946 was estimated at 
$5.8 millions compared with a total value for Canada of $413.3 millions. 32 
The forest area of Saskatchewan is limited almost entirely to the northern 
portion of the Province. The plains are virtually devoid of forest cover with 
the result that all lumber and practically all other wood and wood products 
must be brought in from northern Saskatchewan, British Columbia or else- 
where. Even fuel for firewood is almost completely lacking on the prairie 
plains and in view of the severe winters cordwood and other firewood move 
in vast quantities, as Table XXXIII shows, thereby providing substantial 
rail traffic. Other forest products used or produced in Saskatchewan and of 
significance to the railways in terms of freight tonnage include lumber, box, 
crate and cooperage material, logs, posts, poles and piling. Table XX XIII, 
giving loadings and unloadings of forest products at stations in Saskatchewan 
in 1948 also indicates the heavy deficiency of lumber for building in Saskat- 
chewan which can be overcome only by large imports—chiefly from British 
Columbia. 


TABLE XXXIII 
Forest Products Loaded and Unloaded at Stations in Saskatchewan, 


1948. 
Net 
Loaded Unloaded Export Import 
tons tons tons tons 

Logs, posts, poles, piling.............. 10,506 ZA 061. >) i i tee 13,555 
Cordwood and other firewood... 100,649 1O1 O32 55 at aa eee 883 
RUGS tem rrer re ee dae eee or a 456 A0G. ee Gh eee 40 

Bulpwoodee ere ee eee, 204,275 790 203,485 
Lumber, timber, box, crate and ot eae ol 
cooperage material....................-. TE ATU ROY LOS? 
Other forest products.................. 22,902 28/009" Eva ae 5767 


Source: Summary of Monthly Railway Traffic Reports for year ended 
December 31, 1948 (Ottawa, Dominion Bureau of Statistics, 1949). 


31 See Brief of the Lloydminster Petroleum Association to the Royal 
Commission on Transportation presented at Calgary (Lloydminster 
Saskatchewan, June, 1949, mimeo.). 

32 See Estimate of Forest Production—Operations in the Woods in Canada 
1946 (Ottawa, Dominion Bureau of Statistics, 1948). 
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Pulpwood is shipped out of the Province eastward to Manitoba, Ontario 
and American mills in substantial quantity. In this sector of Canada’s 
export economy Saskatchewan’s role is rendered difficult as a result of 
geography and transportation costs determine in a large measure the extent 
of the area which can be economically worked. At best the competitive 
position of the industry in this Province is unfavourable compared to that 
of sources closer to the major markets. 

E. Fishing: 

Commercial fishing is one of a number of relatively small industries 
carried on in the northern portion of the Province which contribute to a 
degree to diversification of the Saskatchewan economy and which provide a 
livelihood for a section of the population of the far north. The value of 
Saskatchewan fish as marketed in 1947 was $1.2 millions compared with a 
Dominion total of $124.1 millions or just under one per cent. of the Canadian 
total. 33 Most of the commercial fishing in Saskatchewan is carried on in 
the semi-barren northland under conditions which make it difficult for those 
engaged in this occupation to turn to any other methods of earning a living. 
The fresh water fishing industry is a low income industry in Saskatchewan, 
extremely sensitive to market and cost fluctuations. The Provincial Govern- 
ment has actively fostered development of these fisheries through the pro- 
motion of markets and through improving the quality of the product in an 
attempt to bring a measure of stabilitv to this industry. 

Great distances separate the producing lakes from the main centres of 
consumption, most of the catch being exported to the United States, heavy 
shipments being made to Chicago, Detroit, and New York. 

There is at the present time an application before the Board of Trans- 
port Commissioners for an increase in express rates on fish, the impact of 
which if granted may force the abandonment of some of the more remote 
lakes. Fish is an extremely perishable product, and this fact coupled with 
the long haul to markets and the necessity of shipping express in refrigerated 
cars places the industry in a particularly vulnerable position. 


9. Conclusion 


The essential features and the basic problem of the Saskatchewan 
economy have been admirably summarized in the Brier presented by the 
Saskatchewan Wheat Pool at the Regina Hearings of the Commission: 34 


“Saskatchewan is an area of normally low rainfall which makes 
farming extremely hazardous in an economic sense. 

“Tt is an area of great fluctuation in crop outturn. 

“It is an area which must depend to a large degree on export 
markets,—markets which have always been of a variable and 
capricious nature. ie 
“Farm prices in this province, influenced by the uncertainties of 
crop production in a semi-arid region and by the unpredictability 
of competitive foreign crops and overseas markets, have fluctuated 
widely and violently, while items of cost such as freight charges 
have remained fairly rigid. As a result of this uncertainty of 
both production and of price, farming and living in rural Saskat- 
chewan have often been neither easy nor remunerative. Indeed 


33 See Advance Report on the Fisheries of Canada, 1947 (Ottawa, Dominion 
Bureau of Statistics, 1949). 
34° Op. cit. 
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large areas of the province have, for extended periods, been forced 
to live by government relief and out of capital depletion. These 
factors, of uncertain yield and uncertain prices, must always be 
remembered when considering items of inflexible costs such as 
freight charges.” (p. 4) 

“The chief problem of the Saskatchewan farmer through the 
years has been the difficult, and sometimes impossible, task of 
balancing fixed costs against fluctuating income. He experienced 
years at a time when the market value of his products was less 
than the cost of production. During that period fixed costs re- 
mained high and their pressure finally crushed the structure on which 
his economy was based, and plunged him into a sea of debt from 
which he is only now recovering. One of these fixed costs was 
freight charges. Past experience in this province has proven that 
fixed charges which may appear reasonable when price levels are 
high become excessive and are a great burden on the economy 
when price levels fall... . We submit that on the long-term 
basis,—the only fair basis upon which judgment can be given,— 
the farmer in Saskatchewan is unable to carry any further burden 
or these costs.” (p. 31-2). 


The contribution of the prairie wheat economy, in spite of severe handi- 
caps, has been vital to Canadian development. Recognition of this contri- 
bution has been implicit in Acts of the Federal Parliament aimed at the cor- 
rection of mistakes in settlement policy, the assurance of the productive 
continuity of prairie wheat lands, the maintenance of the social fabric of the 
farm economy, and the constant vigilance of Canadian Governments to main- 
tain the steady flow of Saskatchewan wheat to the markets of the world. 


Yet indications are not lacking that the period of relative prosperity 
which the Saskatchewan economy has recently enjoyed—and which permitted 
substantial retirement of farm debt and replacement of worn-out machinery— 
may be drawing to a close. The favourable relationship of prices and ‘costs 
which characterized the middle nineteen-forties has not been maintained 
during the past year and a half. Farm costs have continued to mount while 
the upward trend in farm prices has been arrested if not turned downward. 
Thus while the index of western farm costs rose 21.2 points between January, 
1948, and August, 1949, the index of Saskatchewan farm prices rose only 
4.3 points over the same period.?° Finally farm income may be expected to 
reflect this trend as problems of supply give way to the more familar problem 
of finding adequate and remunerative markets for most farm products. 


All this serves to emphasize the fallacy—and the dangers—inherent in 
any theory of rate-making which might suggest that a freight rate structure, 
traditionally, historically and perhaps necessarily inelastic in its nature, 
should be established on the basis of relatively favourable conditions tempor- 
arily obtaining in a highly variable agricultural economy. No concept could 
be more deceptive, or, if applied, more disastrous to the prairie economy and 
more disillusioning to the transportation systems of this country. 


35 See Price Index Numbers of Commodities and Services used by Farmers, 
August, 1949, (Ottawa, Dominion Bureau of Statistics, October, 1949) and 


Index Numbers of Farm Prices of Agricultural Products (Ottawa, 
Dominion Bureau of Statistics, October, 1949). 


PART II 
THE NATIONAL POLICY AND THE SASKATCHEWAN ECONOMY 


The burden of freight rates bears more heavily upon the Saskatchewan 
economy than upon any other part of Canada. Geographical location and 
narrow specialization of resources are basic contributors to this fact. The 
regional variability of road and water competition also plays a significant 
part. National policies relating to railways and fiscal measures have, how- 
ever, greatly intensified the burdens arising from these circumstances. The 
history and implications of these policies will be briefly outlined. 


1. The National Policy 


By historical accident the expression ‘‘National Policy’? in Canada is 
used to describe the system of tariff protection instituted by Sir John A. 
Macdonald in 1879. Protective tariffs, however, were but one of the more import- 
ant of a group of instruments designed to achieve national purposes. These 
purposes began as visionary prospects a century ago and were given formal 
political and economic expression in the period from 1860 to 1885. The 
central national purpose was, of course, to create a national unit out of the 
widely scattered territories of British North America in spite of the immense 
handicaps imposed by their geographic isolation and by their economic and 
political diversity. The political framework for the project was laid down 
by the British North America Act which federated four provinces and pro- 
vided for the entry of other provinces and territories. The economic found- 
ations required Atlantic and Pacific railways, the control and development of 
western lands, and a policy of protective tariffs. No single one of these 
elements, but all taken together merit the title, National Policy. 

On its economic side the National Policy envisaged, first, the maximum 
development of the total national territory, and, second, the integration of 
the economic life of the various regions within the national framework. The 
defensive aspects of this integration are important. The Americans, at the 
crest of their belief in a manifest continental destiny, displayed a boundless 
ability and an increasing willingness to develop the territories to the north 
of their boundaries. The declared price of this interest, however, was the 
economic and political absorption at least of the territories west of the Great 
Lakes. The Canadian decision taken and maintained in consistency with the 
National Policy was that the western territories should be developed by 
Canadian effort only. This decision may not have retarded the development 
of the West. It did, however, greatly increase the cost of the development 
because of the artificial demand for railway facilities and for central Canadian 
industrial expansion. 


2. Economic Circumstances Which Gave Rise to the National Policy 


Both the developmental and the defensive aspects of the National Policy 
are rooted deep in Canadian economic history. By the early nineteenth 
century the westward expansion of agricultural settlement in North America 
provided new economic vitality and profitable prospects for the Atlantic 
communities of the United States and for the Canadian commercial centres 
on the St. Lawrence. ‘The centuries-old rivalry between the merchants of 
the Hudson and St. Lawrence river systems moved into the phase of rivalry 
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in canal and later of railway construction. In both of these developments 
the Canadians lagged seriously behind the Americans. Neither the Canadian 
canal system, completed by 1850, nor the Grand Trunk. Railway, completed 
by 1860, was able to justify itself by effective contact with the agricultural 
frontier of the American middle west. The Canadian agricultural frontier 
was stopped by the apparently insuperable obstacle imposed by the Canadian 
Shield. 

The eighteen-fifties and the eighteen-sixties, however, saw a new interest 
in the British territories beyond the Shield. Gold discoveries on the Fraser 
River and in the Cariboo attracted attention to the Pacific colonies. Ameri- 
can agricultural settlement moved north as well as west beyond Lake 
Michigan. Palliser and Hind noted serious disadvantages in the geographic 
circumstances of the plains of Rupert’s Land, but both reported substantial 
fertile areas between the Shield and the Rocky Mountains. The Red River 
Settlement, if it showed little prospect of expansion, was nevertheless per- 
manently established. 


If the West were to be developed it would require transportation facili- 
ties, and, if western development were to be integrated with the St. Lawrence 
economy, facilities must be provided which would link the two regions 
effectively. The Red River Settlement by the eighteen-fifties was already 
trading with the commercial outposts of the United States, transporting its 
merchandise by river boat and annual convoys of Red River carts to and 
from St. Paul. This contact would have to be broken and replaced by one 
with Canada. 


A railway was not specifically indicated. Visionaries as early as the 
eighteen-fifties had proposed an all British Pacific railway to serve as a bond 
of Empire and a short-cut to the Far East. ‘The proposal was not taken 
seriously and Palliser reported that the choice of the 49th parallel as Canada’s 
boundary had ruled out any possibility for such a project. The first serious 
attempt to link the Red River Settlement with the East envisaged reliance 
on the waterway not only of the upper Great Lakes, but also of the Lake of 
the Woods system which lay between Lake Superior and Fort Garry. 


With the entry of British Columbia into the Canadian federation the 
type and extent of the communication system which was to be created were 
determined. The Pacific delegates to Ottawa asked for a wagon road. They 
gladly accepted the offer of the Dominion Government to construct a railway 
linking central Canada with the Pacific coast. ‘The location of the railway 
was still undecided. 


3. The National Policy and the Location of Canadian Railways 


It is often said that Canada’s east-west rail and communication systems, 
and the resultant east-west commercial system, are unnatural and in de- 
fiance of geography. It is frequently stated, and much more frequently im- 
plied, that, were it not for the National Policy, the lines of trade, and the 


railways, would run north and south between contiguous Canadian and 
American regions. 


Such extreme statements are, of course, incorrect. Geographic areas, 
like individuals, find trade between each other advantageous in proportion to 
their dissimilarities rather than their similarities. Canadian and American 
regions which are contiguous on a north-south axis and which are separated 
by an imaginary line have little to distinguish them from each other and little 
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to prompt them to trade. Maritime Canadian regions lie to the north of 
American maritime regions; the Canadian industrial region, to the north of 
the American; and the Canadian central plain is but the northern extension 
_ of the continental central plain. 


Dissimilarities which induce trade in North America are, therefore 
much more readily observed between areas east and west than Hetwee 
areas north and south. To illustrate with particular reference to Saskat- 
chewan, even without a system of tariff protection and without a great deal 
of artificially located railway mileage, the trade of the Province would still 
be primarily with eastern Canada and the United States, with the western 
coastal regions of Canada and the United States, and with Europe and Asia. 


Nevertheless, the deliberate and persistent purpose embodied in the Nat- 
ional Policy was the distortion of the normal channels of Canadian-American 
trade. This distortion was held to be necessary in the national interest. 
As such, it is not the purpose of this analysis to question it. It is necessary, 
however, to indicate something of its resultant burden upon the Canadian 
economy and upon particular segments of that economy. ‘The burden can 
be traced in terms of artificially located railway mileage and in the prevention 
of Canadian access to the most favourable of industrial markets. 


The commitment made by the Canadian Government in 1870 to build a 
Pacific railway left the route for the railway unspecified. The most im- 
_ portant question concerning the route was how to link central Canada with 
_ Fort Garry. The Grand Trunk railway ran from Montreal to Sarnia and 
westward extension might bring it to Fort Garry either by construction 
through American territory to the south of the Lakes, or by construction 
only where necessary to extend facilities which might be secured by the 
negotiation of running rights over American railways which were already 
expanding rapidly in the American middle west. Such an extension was in 
fact proposed by Grand Trunk officials in 1860 as the only solution to the 
financial problems of the Grand Trunk system. The alternative to estab- 
lishing rail communication with Fort Garry was the construction of an all- 
' Canadian route through what was understandably regarded as the nearly 
impassable area of the Shield north of Lakes Huron and Superior. 
| The decision was taken by 1871 to build an all-Canadian railway despite 
the incalculably added costs of such a project. The decision was not changed 
despite various pressures to have it altered. In 1880 the Grand Trunk offi- 
cials in London were approached concerning the construction of the Pacific 
railway. ‘They refused to consider it when told that it must be built north 
of the Lakes. A number of the members of the C.P.R. syndicate entered 
the project in the belief that the north-shore link was not an immediate 
possibility and that in the meantime their own mid-western American system 
might make itself indispensable. J. J. Hill withdrew from the group in 1882 
when he realized that the north-shore section was to be constructed forthwith. 


The construction of the Pacific railway to the north of the Great Lakes 
was dictated by the National Policy and can be justified as in the national 
interest. [he costliness of the construction through those regions accounts to 
a considerable extent for the fixed charges of Canadian railways and thus 
enters into railway rate calculations for the Canadian economy. The hun- 
dreds of miles of Shield bridged by the Pacific railway remain unremunerative 
in terms of traffic and thus not only the fixed charges but also the operating 
costs of the region fall upon traffic which originates or is destined elsewhere. 
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The construction of additional Canadian transcontinental lines after 1900 
need not be regarded as an integral part of the National Policy. Neverthe- 
less, the policy which after 1903 added two additional lines through the 
Canadian Shield as well as to the Pacific coast was a policy of the national 
government. If traffic over the Shield and originating in the Shield was 
inadequate for one railway, it could scarcely be adequate for three, even with 
the traffic from new areas which the added railways opened up. 

While the alternative routes for the Pacific railway in the east were 
either Canadian or American, alternative routes through the mountains of 
British Columbia were all Canadian. It was a question of farther north or 
south. The northern pass, the Yellowhead, was by a considerable margin 
the easiest pass which could be found and it would permit a railway to run 
northwesterly from Selkirk by way of the fertile park belt. It did not 
provide the shortest route to the settlements at the mouth of the Fraser. 
Passes farther south would permit more direct rail routes, but were im- 
mensely more difficult than the Yellowhead. Furthermore, any railway 
running directly to the coast through a southern pass would necessarily pass 
for hundreds of miles through the semi-arid plains instead of through the 
park belt. 

The route of the Pacific railway as originally planned and surveyed was 
the northern route by way of the Yellowhead pass. The route as finally 
adopted for construction was the southern route, across the semi-arid plains 
(through which the C.P.R. refused to select any of its land grant), and 
through the extremely difficult Kicking Horse pass. The comparative 
directness of this route was one factor in its favour. More important was 
its proximity to the American boundary which offered defensive possibilities 
against the threat of economic invasion by American railways. As early as 
the 1860's the construction of the Northern Pacific from Lake Superior to 
Puget Sound was regarded as rendering inevitable the economic and political 
union of the Canadian west with the United States. A Canadian railway 
constructed in a northern arc could scarcely prevent this from taking place. 


In the late ’eighties and early ‘nineties the discovery and development of 
mineral deposits in the Kootenay by American interests, and the construction 
of railway lines linking this area with American rail lines raised the question 
of American infiltration in its sharpest form. Under the Crow’s Nest Pass 
Agreement the Canadian Pacific Railway was awarded a subsidy to enable it 
to build into the Kootenay region and link that region with the trans- 
continental Canadian line rather than allow it to become an American 
hinterland by default. 


Canadian railway construction has been an integral part of the National 
Policy. ‘The main lines of the Canadian railway system were located in the 
national interest and with little regard to the questions of economical con- 
struction or operation. The burdens of transportation facilities have thereby 
been immensely enhanced in the interest of economic and political unity. 
It is of particular importance that these enhanced burdens should not bear 
disproportionately upon the various segments of the Canadian economy. 


The burdens of the Canadian transportation structure, which have been 
enhanced by national policies, are not apportioned equally among Canadian 
geographic regions. Railway rates are higher in western Canada than they 
are in the Central Provinces. ‘This discrepancy exists in the general rate 
structure, in competitive rates and in the distinction between town tariffs as 
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granted in the East and distributing tariffs in the West. ‘The intensiveness of 
water and truck competition in the Central Provinces has been advanced as 
an adequate reason for the lower rail rates in the central area. The com- 
petition of ocean carriers has been held to justify low rates to the Pacific 
coast. In the interest of maintaining railway earnings, the rates in the Prairie 
Provinces are kept unduly high and are not restrained by any adequate 
measure of water or truck competition. 


The Board of Railway Commissioners in the early 1920’s dealt with re- 
quests for equalization and refused to remove completely the discrepancies 
between eastern and western rates on the ground that costs as well as com- 
petition accounted for the differences. The determination of regional dif- 
ferences in costs is an extremely complex matter and should be the subject 
of special investigation by the Commission. The Province submits that 
‘since 1927, the date of the latest thorough investigation of relative rate levels 
East and West, the conditions under which traffic is handled have so changed 
that many cost disabilities which may have existed in the West have ceased 
to exist or have been reduced to minor proportions. 


4. The Tariff and the National Policy 


The second important and costly feature of the National Policy is its 
dependence on protective tariffs. It is clear that Canadian rail lines between 
Central Canada, on the one hand, and the Maritimes and the West, on the 
other, provided only the opportunity for the movement of goods over these 
routes. The railways did not in themselves make it certain that manufac- 
turing facilities should develop in Central Canada to supply the outlying 
regions. Without protective measures of some sort, Canadian manufacturers 
would secure and hold the markets of the outlying regions only if they could 
deliver goods in competition with the highly efficient mass-production in- 
dustries of eastern and middle western United States. This the industrialists 
of Central Canada alleged they could not do. Whether they could have done 
so or not has never been put to the test. A policy of tariff protection was 
instituted in Canada before there were any significant outlying markets to 
supply, and, indeed, before there was any great body of industry to supply 
them. ‘This policy has been maintained without serious modification to the 
present day. 


The protective element of the National Policy was enacted in 1879, The 
tariff policy of the Province of Canada before Confederation, however, clearly 
foreshadowed the protective principle. In the Cayley-Galt tariffs of 1858 and 
1859 the import rates of duty were considerably increased. In the 1859 
budget the customs rate on the general list of items was placed at 20 per 
cent. ad valorem. While an increase in rates was clearly compatible with the 
letter of the reciprocity agreement, it was regarded in American circles as a 
breach of the spirit of that agreement. This view had lasting adverse sig- 
nificance for Canadian-American tariff negotiations. 


Galt justified the tariff increases on the basis of the costs and benefits of 
transportation improvements undertaken by the government. His reasoning 
provides a clear and early statement of the principle of the interdependence 
of tariffs and transportation facilities in Canada. The construction of eee 
and railways in new countries such as Canada, he argued, was extremely cost y 
to government but was, at the same time, of great benefit to: producers anc 
consumers. Such improvements raised the net returns of export producers 
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and lowered the cost of imports to consumers. The imposition of tariffs, 
therefore, was but a reasonable method by means of which the government 
might recoup a part of its developmental outlay. At a. later date, Galt 
described the policy represented by the 1859 tariff changes as one of “‘in- 
cidental protection”, a policy of tariffs primarily for revenue but “affording 
at the same time an incidental amount of protection’ to domestic manufac- 
turers. 


The developmental burdens which had been assumed by the provincial 
governments before Confederation were small in comparison with those 
which were to be accumulated over the decades by the Federal Government. 
The Federal Government constructed substantial sections of the Canadian 
railway network, such as the Intercolonial and the National Transcontinental, 
at its own expense. It subsidized the remainder of the railway mileage in 
various ways, either by land grants, cash subsidies, tax exemptions or the- 
guarantee of railway securities. Governmental assistance to Canadian railway 
construction is so all-pervasive that no substantial part of the Canadian rail- 
way structure can properly be regarded as a free-enterprise response to the 
prospects offered by a freely operating price economy. 


If the provincial tariff of 1859 was designed primarily for revenue pur- 
poses, with incidental protection, the Dominion tariffs enacted in 1879 and 
subsequent years were designed primarily for protection, with incidental 
revenue. This change of emphasis was essential to the national purpose. 
Construction of a Pacific railway would make possible the economic develop- 
ment of the West. Protective tariffs would foster interprovincial trade in 
place of international trade. Canadian manufacturers would be assured as 
fully as possible of exclusive rights to the total Canadian market. ‘Together, 
railways and tariffs would integrate the expanding area of economic activity. 
Tariffs would ease the burden of transportation improvements by providing 
railway traffic and a more diversified economy as a source of tax revenues. 


Canadian political leaders widely separated in time and in party affili- 
ations have expressed the philosophy of a closely integrated economy to be 
created by national policies. McGiverin stated the objective clearly during 
the Confederation debates in 1865. He said in part: ‘“‘What then may we 
not expect our great North-West to become? If we had it opened up, 
Canada would be the carriers of its produce, as the Middle States are the 
carriers of the Western States, and the manufacturers of its goods as the 
Eastern States are now the manufacturers of the goods consumed by the 
West.” (Canadian Confederation Debates, p. 470). ‘This statement does not 
specify railways or tariffs, or indeed any particular instrument for the develop- 
ment of the West, but it indicates with the greatest clarity the colonial role 
assigned to the western territories at the time of Confederation. 


Macdonald’s interpretation of a National Policy of protective tariffs was 
perhaps most fully outlined in the Session of 1878 while Macdonald was still 
in the Opposition. On March 7 of that year, as the House moved to go into 
committee on the budget, Macdonald introduced the resolution that, 


‘... this House is of the opinion that the welfare of Canada requires 
the adoption of a National Policy, which, by a judicious re- 
adjustment of the Tariff, will benefit and foster the agricultural, 
the mining, the manufacturing and other interests of the 
Dominion; . . .”” (Debates, 1878, p. 854) 
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His arguments in support of the resolution concerned the development of 
resources, the maintenance of employment Opportunities, the prevention of 
Canada continuing as a “slaughter market” for American merchandise and, 
finally, the stimulation of interprovincial trade. He said, 


“The resolution speaks not only of a reasonable adjustment of 
the tariff but of the encouragement and development of inter- 
provincial trade. That is one of the great objects we should seek 
to attain. Formerly, we were a number of Provinces which had 
very little trade with each other, and very little connection .. . 
‘I believe that, by a fair readjustment of the tariff, we can increase 
the various industries which we can interchange one with another, 
and make this union a union in interest, a union in trade, and a 
union in feeling. We shall then grow up rapidly a good, steady 
and mature trade between the Provinces, rendering us independent 
of foreign trade, and not, as New Brunswick and Nova Scotia 
formerly did, look to the United States or to England for trade, 
but look to Ontario and Quebec,—sending their products west, 
and receiving the products of Quebec and Ontario in exchange. 
Thus the great policy, the National Policy, which we on this side 
ate advocating, would be attained.” (Debates, 1878, p. 861). 
Macdonald made the introduction of protective tariffs a major issue in 
the 1878 election campaign. Asked at Hamilton what protection he proposed 
to give he said, “I cannot tell what protection you require. But let each 
manufacturer tell us what he wants, and we will try to give him what he 
needs.” (As cited in Porritt, Sixty Years of Protection in Canada, p. 310). 
The Conservative Mazl of Toronto urged the electors in 1878 to get rid of 
the “starvationists’, the Liberals, ‘“‘and bring back a rich prosperity to 
Toronto and the Dominion at large.” (Mail, Toronto, September 19, 1878, 
as cited, Ibid., p. 311). oi 
In 1879, Sir Leonard Tilley as Minister of Finance introduced the tariff 
rates of the National Policy in the first budget of the newly elected parlia- 
ment. In summing up the immense detail of the tariff changes he said 
(Debates, 1879, p. 429): 


iad 


. it does appear to me, Sir, that . . . the time has arrived 
when we are to decide whether we will be simply hewers of wood 
and drawers of water; whether we will be simply agriculturists 
raising wheat, and lumbermen producing more lumber than we 
can use, or Great Britain and the United States will take from us 
at remunerative prices; whether we will confine our attention to 
the fisheries and certain other small industries, gids or whether 
we will inaugurate a policy that will, by its provisions, say pOeine 
industries of the country, we will give you sufficient protection, 
we will give you a market for what you can produce; we will aa 
that while our neighbours build up a Chinese wall, we will ashays 
a teasonable duty on their products coming into this country; 
all events, we will maintain for our agricultural and other pro- 
ductions largely, the market of our own Domunion. 


For the first two decades under the National Policy of One eee 
great bulk of Canadian activity was confined to the Central ane nae 
Provinces. In framing the protective schedules of 1879 the goal hac 


in Tilley’s words, to find “the best means of reducing the volume of our imports 
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from all parts: of the world.” Subsequent modifications of the original 
National Policy rates were made in furtherance of this aim. By the turn of 
the century the scale of economic activity and the expansion of market 
prospects in the Prairie Provinces were of such magnitude that the reduction 
of imports into that area took on special significance. ‘Toward this end the 
National Policy tariff structure required only to be maintained. This the 
Liberals under Sir Wilfrid Laurier found it expedient to do despite campaign 
pledges made during the eighteen-nineties. 

Sir Wilfrid himself has left us the clearest statement on record of the 
place occupied by the Prairie Provinces within the framework of N ational 
Policy protection. Speaking to the Canadian Manufacturers Association 
in Quebec City in 1905 he said: 

“They [the settlers in western Canada] will require clothes, they 
will require furniture, they will require implements, they will 
require shoes—and I hope you can furnish them to them in 
Quebec—they will require everything that man has to be supplied 
with. It is your ambition, it is my ambition also, that this 
scientific tariff of ours will make it possible that every shoe that 
has to be worn in those prairies shall be a Canadian shoe; that 
every yard of cloth that can be marketed there shall be a yard of 
cloth produced in Canada; and so on and so on. ... 
(Laurier’s speech as quoted in Canadian Annual Review of Public Affairs, 
1905, pp. 149-50.) 

It is not possible to measure the over-all effect of tariff’ policy upon the 
growth and integration of the Canadian economy. Nor is that relevant to the 
present purposes. The Commission is concerned to discover if there are 
regional disabilities or inequities associated with transportation services. 
The tariff is inseparably tied up with transportation policy in the development 
of the Dominion and the significance of the tariff varies as between regions 
in Canada. No attempt will be made to measure this variation but its 
existence and nature can be clearly established. 


In explaining the regional incidence of National Policy tariffs it is 
important to recall, first, that they were introduced before there was any 
considerable economic development in the Prairie Province area, and second, 
that they remained relatively unchanged until as late as 1930. ‘The effect of 
the imposition of a new duty or an increase in an old one is different from 
the effect of the continuance of an old one. An economy which develops 
within a tariff framework already established will differ from one which would 
develop under circumstances which are similar except for the absence of the 
tariff. But the development will, from its beginning, take cognizance of the 
effects of the tariff, as nearly as such effects can be foreseen. Types and 
ranges of activity ruled out by the tariff will never start, except i error 
If the same tariff were to be imposed on an economy already well developed 


the resultant readjustment and alteration of equities might well be drastic in 
degree. 


The National Policy tariff schedules were first enacted in 1879. Over 
the period of the next nine years the rates were considerably increased and 
were applied to a wider range of merchandise. From the end of that for- 
mative period until 1930 the National Policy tariff remained stable with 
only minor modifications associated chiefly with the introduction of British 


preference and with reductions in the rates on farm machinery and auto- 
mobiles. 
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The prairie economy, therefore, grew up within a pre-established tariff 
framework. This framework shaped, limited and curtailed development with- 
in the Prairie Provinces. With the possible exception of the Red River Valley 
however, where settlement was well established before 1880, it cannot be 
said that the introduction of protective tariffs destroyed any equities already 
created by economic activity in the ptairie region. Nevertheless a differential 
regional incidence of the Canadian tariff can readily be demonstrated. 

Duties on imports into Canada have curtailed a wide range of industrial 
importations, particularly from the United States, and have replaced them 
with higher priced Canadian products. ‘To the extent that this has happened 
—that is, to the extent that the National Policy of protection has been suc- 
cessful—Canadian industry has expanded to a greater extent than it other- 
wise would have. At the same time, the costs of production and of living 
have been enhanced to a degree tepresented by a variable proportion of the 
amount of tariff protection. Since in the geographic nature of things the 
greatest industrial opportunities are concentrated in the Central Provinces, 
the expansion in industrial activity attributable to tariff protection has taken 
place in the Central Provinces. Under conditions which have prevailed in 
the past the Prairie Provinces have had few industrial possibilities but great 
capacity for export production. ‘the tariff, then, has provided no scope for 
western industrial expansion and has had the unmitigated effect of curtailing 
the expansion of export activity because of the pronounced increase in costs 
of production and of living to which it gives rise. 

The differential regional effects of protective tariffs in Canada are not to 
be sought in long-run inequalities in the returns to labour or ca oital, or in 
profit margins. To the extent that Canadian industrialists require protection 
against foreign competition, that protection is eaten up in inefficiency and 
high costs rather than in high profits. If the full degree of protection which 
exists is not needed, domestic producers will nevertheless secure abnormal 
profits only if they exploit their protected position with the aid of effective 
monopoly. 

The differential regional effects of protective tariffs are to be found in 
property values. By fostering industry, Canadian tariffs have increased the 
value of properties best suited for industrial plants and for the housing of 
industrial labourers. By raising production and living costs in the export 
areas, Canadian tariffs have restricted the expansion of these areas and have 
to that extent limited the relative increase of their property values. This is 
of particular significance in the Prairie Provinces where production for export 
is of such overwhelming importance and where property equities are so 
widely diffused among the resident population. 

It is clear, therefore, that the tariff has operated to provide a financial 
subsidy to the population of the areas of Canada in which it has stimulated 
industrial expansion, notably in the Central Provinces. This fact is in no 
way controverted by the likelihood that the subsidy has been unecially 
apportioned among the various segments of the population within no 
provinces. Wage earners as such have suffered rather than paren Pyreg 
of the tariff. But property owners have achieved permanent and substantial 
gains. ‘Taxing bodies at both the local and provincial levels in the pete ee 

region have secured an enlargement of their property and business assessment 
bases as a direct ‘result of the tariff. ; apa 
It is not argued that the industrialization of Central Canada is : et 
“due to the protective tariff. The Central Provinces have great natural ac- 
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vantages over other parts of the Dominion for industrial activities. For 
certain types of industrial development these provinces possess exclusive 
possibilities. Nevertheless, regional specialization rests on acquired as well as 
natural advantages. Of two regions, the one with a prior start in industrial 
development may, because of that fact alone, have a permanent superiority 
over the other. For decades after the National Policy of protection began to 
foster industrial development in the Central Provinces the Prairie Provinces 
were without industry to foster. The relatively complete lack of industrializ- 
ation in the West today is due in part to the impossibility of achieving com- 
petitive competence as against eastern industries long since grounded in 
tariff favour. 

The preceding paragraphs indicate the nature of the regional effects of a 
tariff which has long been maintained and to which the regional economies 
have become more or less completely adapted. As already pointed out, 
however, the effects of the imposition of a new tariff or of an increase in 
old tariff rates are of a different sort. This is of particular importance for 
the present analysis because of the fact that Canadian tariff protection was 
drastically increased after 1929 in an attempt to cure unemployment. The 
added protection was secured by sharp increases in tariff rates, by increasing 
the number of specific rather than ad valorem rates in the schedules, and by 
a multiplication of protective administrative devices. The dubious efficacy 
of this method of attack upon the unemployment problem is no part of our 
present concern. The regional impact of the policy must, however, be re- 
corded. 


In a study prepared for the Rowell-Sirois Commission in 1938 Professor 
Mackintosh analysed in some detail the Canadian tariff changes after 1928 
and their regional effects (The Economic Background of Dominion-Provincial 
Relations, Appendix 3 of the Rowell-Sirois Report, pp. 89-96). A summary 
of his findings will serve to present the matter forcefully and concisely. 


Professor Mackintosh found that the tariff changes between 1928 and 
1933—the most substantial which had been made since the period 1879-87— 
were singularly effective in diverting purchases from imports to home pro- 
duction and that the products in which the diversion from foreign to domestic 
production was the greatest were predominantly products of the Central 
Provinces. ‘This was true with the exception of iron and steel, coal and 
petroleum products where other provinces, not including Saskatchewan, 
shared in the increased protection. Professor Mackintosh was unable to 
determine the degree to which Canadian prices of the protected products 
were increased as a result of the increased protection. The evidence suggested 
that in some cases domestic producers were able to maintain their prices at 
levels above duty-free prices by the full amount of the tariff. In other 
cases the new rates were prohibitive; that is, domestic producers were unable 
to sell their products at prices equal to’ the duty-free figure plus the full 
amount of the duty. The conclusion on this point was, however, that there 
were very few cases in which tariff increases had not increased the margin 
between Canadian prices and duty free prices to some degree. 


Professor Mackintosh was careful to point out that tariff changes were 
not responsible for the entire decline in the purchasing power of the products 
of Canadian export regions in the 1930’s. The tariff increases aggravated 
but did not occasion this fall in purchasing power, and_ this by having 
“tempered the decreases in protected prices while the export prices were 
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fully exposed.” On this point Professor Mackintosh concluded: 
of this aggravation [of the decline in the real income of Canadi 
regions] is clear but its extent cannot be accurately computed. 
clusion is inescapable that effective increases in the tariff to an unmeasured 
but substantial extent, increased the economic pressure on the predominantly 
export regions of the country and indirectly contributed to the financial 
burdens of the provinces concerned, burdens which the Dominion has been 
forced, since 1930, to assume in pants 

In addition to the increased burden resulting from tariff changes, the 
difficulties of western wheat producers in marketing the crops grown in the 
years from 1929 to 1932 inclusive were undoubtedly aggravated by the 
“sound money”’ policy so vigorously maintained by the Dominion Government 
during that period. National policies may be designed either to mitigate the thrust 
of world-wide forces, such as the world-wide deflationary forces of the early 
nineteen-thirties, or to leave certain vulnerable groups exposed to their full 
rigours. The disastrous impact of the “sound money’ policy on the prairie 
wheat economy provided a further illustration of the fact that national policy 
invariably tends to reflect the centralization of power in eastern Canada. _ 


“The fact 
an export 
The con- 


Between 1932 and 1938 the original sharp increases in tariffs which were 
made in the early 1930’s were somewhat modified by trade treaties, notably 
the Ottawa Agreements and those with the United States in 1935 and 1938. 
These established preferential treatment for specific products in specific 
markets and thus in part. offset the additional burdens thrust upon the export 
regions by increased industrial protection. ‘This was true particularly for 
British Columbia as a result of the British and American lumbet preferences, 
and for New Brunswick with lumber and apple preferences. The bacon 
preference provided potential advantages to all agricultural regions. As for 
the British wheat preference, however, designed presumably to counteract in 
the Prairie Provinces the ill effects of enhanced industrial protection, Pro- 
fessor Mackintosh remarked: ‘Though at times the preference on wheat 
may be helpful, it is difficult to discover any substantial advantage with 
exportable surpluses as large as Canada and Australia have had since 1932.” 
Treaty preferences secured after 1932 therefore provided no significant ad- 
justment of the burden thrust on the Prairie Provinces by the earlier tariff in- 
creases. In Professor Mackintosh’s words: ‘‘On the basis of changes in the 
tarifi by legislation and treaty [after 1928] it is clear that the net disad- 
vantages of the prairie region have been greater than those of the other 
export regions.” 


Professor Mackintosh concluded his analysis of the effects of the tariff 
changes of the 1930’s with the following paragraph: 


“Canada is a country of specialized exports and has a high degree 
of regional specialization. It is characteristic of those exports 
(except gold, nickel, and probably, under more favourable 
circumstances, newsprint) that, in periods of price fluctuation, 
their prices are likely to experience extreme fluctuations. That is 
a basic fact of the Canadian economy. To the degree that the 
protective tariff is high, i.e. contains many prohibitive duties, 
thus isolating protected prices from world prices; in so far as it 
contains many specific rates which remain rigid in the face of 
falling prices; to the extent that effective tariff rates are sharply 
increased by administrative or legislative action in order to spare 
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producers for the home market the shock of falling prices, or to 

increase their share of the home market, or both—it will, in the 

face of major price declines, exaggerate the distortions of the price 

structure and thrust disproportionate contractions of real income 

on specialized export regions. . . . These conclusions remain un- 

affected whether the protective tariff is considered for the economy 

as a whole as a desirable or an undesirable policy.” (p. 96) 

When representatives of the Prairie Provinces point out the unequal 
regional impact of the tariff structure it is commonly urged in reply that 
tariffs and railways go together in the National Policy and that the effects 
of the one cannot be analyzed apart from the other. Western development 
of any extent would obviously be impossible without railway facilities and 
so it is argued, the tariff structure assures the east-west movement of goods 
which, in turn, serves as the paying traffic for the Canadian railway system. 

It can readily be granted that without the tariff the Canadian system of 
railways would be wholly uneconomical. It would be incorrect to assume, 
however, that the Prairie Provinces would be without adequate railway 
facilities had the Canadian trans-continentals and their feeder systems not 
been built. As pointed out elsewhere in this analysis, one of the chief con- 
cerns of the early railway policy of the Dominion Government was the ex- 
clusion of American railways from Canadian territory to the west of the 
Great Lakes. The managements of the Northern Pacific and Great Northern 
railways stubbornly persisted, from the eighteen-sixties till the end of the 
century, in their attempts to build into the Canadian territory both on the 
plains and in the mountains. Their aim was to draw the whole western 
Canadian region into their commercial and general economic orbit. The 
National Policy of tariffs and railways was successful in preventing this 
absorption. As far as the western provinces are concerned, therefore, 
Canadian railways are to be regarded as expensive alternatives to American 
railways rather than as alternatives to no railways at all. 


In summary, then, it may be noted that Canadian tariffs have denied to 
the residents of the Prairie Provinces the advantages of buying in the low- 
cost, mass-production industrial areas of the United States. Canadian 
tariffs have forced them to buy the more expensive Canadian manufactured 
goods and to pay the freight on what is in many cases a longer haul over 
Canadian railway lines from the Canadian sources of supply. As producers, 
the people of the wheat economy have higher and more rigid costs of pro- 
duction as a result of tariffs. As consumers they similarly have higher and 
more rigid costs of living. 


Canadian tariff policy has pursued the dual national purposes of fostering 
Canadian industry and of creating traffic for Canadian railways. To the 
extent that these purposes have been achieved the residents of the prairie 
economy have borne a double portion of the cost involved. First, they have 
been denied access to many of the efficient mass-producing centres of Ameri- 
can production for the purchase of their requirements. Second, they have 
had to pay transportation charges on their purchases for the longer distances 
from Canadian production centres. 


PART III 
AMELIORATION WITHIN THE RATE STRUCTURE 


1. General 


In Part I of this Submission an attempt has been made to outline the 
development of the Saskatchewan economy and to appraise its position with 
respect to the economic life of Canada. The factual material presented in 
that Part indicates very clearly the dead-weight burden of the railway freight 
rate structure on the people of this Province. 


No attempt has been made to deny the stubborn facts of geography 
but the position has been taken in Part II above that certain national 
policies have aggravated our geographical handicap by forcing our trade—both 
import and export—into east-west channels. In a sense our transportation 
problem has been created by these national policies which have been effective 
for many decades. 


The construction and operation of our great railway systems have been 
a definite part of this National Policy. Reference has already been made 
to the origin and development of the Canadian Pacific Railway, but it might 
also be urged that the Canadian National system, if not a part of the National 
Policy, was certainly in its beginning and has continued during its develop- 
ment to be a direct instrument of national policy. The genesis of this system 
may be found in section 145 of the British North America Act, 1867, pro- 
viding for the construction of the Intercolonial Railway. Subsequent ac- 
quisition of privately owned railways, including certain obviously unre- 
munerative lines, indicates the national attitude to the importance of these 
instruments of transportation. Gradually a great system has been created 
through extensions and consolidations and this system is in truth a national 
system. 


It is the submission of the Government of Saskatchewan that the handi- 
cap under which the people of the Province suffer in relation to heavy 


transportation charges has largely resulted from national policies which, 


while perhaps supportable from the standpoint of the nation, have involved 
a heavy price being paid by this region as a part of that nation. It is like- 
wise the submission of the Government of Saskatchewan that the pattern 
of railway development has been a part of national policy and that these 
railways should be considered as instruments of national policy in removing 
the disadvantages under which the people of this Province suffer. This 
matter will be developed further in Part IV of this Submission. 

In the opinion of this Province, relatively little can be achieved through 
modifications of the rate structure as such. Nevertheless there are several 
features in connection with the present rate structure which deserve attention. 
Accordingly, in this Part a variety of matters which are related to freight 
rates either directly or indirectly will be considered. 


2. Board of Transport Commissioners 


Closely connected with rates is the adequacy of supervision given by 
the regulatory body. It is the opinion of the Government ot Saskatchewan 
that the Board as presently constituted, together with its technical personnel, 
is not an adequate body to deal with the transportation problems of Canada. 
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The opinion expressed in the previous paragraph has reference to the 
present duties performed by the Board. That opinion will be still more 
emphatic if the duties of the Board are enlarged as it is anticipated that they 
will be. In a later portion of this Submission it will be suggested that the 
Board should have and exercise a greatly enlarged jurisdiction over com- 
petitive rates. The Board should also be competent to carry out government 
policy, relating to development or otherwise, as expressed by Parliament. 

It should be pointed out that no criticism of any of the present Com- 
missioners is being made. It may no doubt be assumed also that in making 
appointments care is taken to secure able men who are conversant with 
public problems and with some interest in transportation matters. The 
technical personnel of the Board is, however, completely inadequate. It 
should be enlarged and strengthened by the appointment of accountants, 
economists, engineers and others who will be competent to understand and 
deal not only with routine matters but with transportation as a national 
problem. Matters of development, matters of co-operation among the rail- 
ways, for instance, are worthy of serious consideration by competent advisers. 


It is also respectfully suggested that more appropriate and adequate 
quarters should be found for the Board and its staff. 


3. Accounting Practices 


The principle that railways and other utilities should be subject to regu- 
lation by a competent public body has long been established. In Canada 
the regulatory body is the Board of Transport Commissioners. It is the 
position of this Province that no effective regulation of rates can take place 
without supervision of the accounting policies and systems of the railways 
and without a uniform accounting and reporting system prescribed by the 
regulatory body and enforced on the railways through periodic inspection of 
their accounts. 


The principle is rendered more important through the fact that the 
railways constitute the largest public utility in Canada. In 1948 railway 
operating revenues for Canadian railways amounted to $876.4 millions, or 
6.9 percent. of the nationalincome. In view of experience in the recent rate cases 
the Province takes the position that the Board should assume responsibility 
for production of all data which may be relevant to the adequacy of rates and 
that special information required in rate cases by the respondents should be 
produced under direction of the Board and its technical advisers. Schmidt, 
a leading authority ' on public utilities, has written as follows regarding 
this matter: 


“The theory underlying the creation of utility commissions was 
that the utilities could be expected to protect their own interests 
but the customers could not; hence the commissions were designed 
to act as “‘people’s defenders’ and to adopt a policy of continuous 
scrutiny of company policy attempting at all times to foresee the 
effects of policies and to advise and order changes in the public 
interest.”’ 


_ The propriety of the cash operating expenses being charged by the 
utility to the user can best be governed through a uniform system of accounts, 
coupled with periodic inspection of the accounts by the regulatory body. 


1 Emerson P. Schmidt, Public Utility Economics, (1940) Ga 2O5% 
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Without implying any lack of good faith on the part of the management 
when the dividing line between capital and maintenance is not clearly defined 
by the regulatory body and in the absence of specific and detailed directions 
as to accounting in that connection, it is only human nature to charge the 
maximum to operating account and therefore against the user, and the 
minimum to capital, that is, against the owners of the utility. It is suggested 
that it is not proper, as the railways assume, that management should be 
the arbiter as to what maintenance should be charged to the user. In the 
matter of depreciation, it is not proper that the rates set by management 
should be accepted without investigation and production, of supporting 
factual data to establish their validity. “‘Improvident or unreasonable ee 
ting expenses thus may have an effect on customers’ rates as adverse as, or 
more adverse than inflated rate base or exorbitant rate of return.” 


It is suggested, therefore, that there be prescribed by the Board of Trans- 
port Commissioners a uniform system of accounts fully detailed as to the 
content of each account and giving particular attention to the separation as 
between what is operating cost and what is capital. It is further suggested 
that there be prescribed a uniform policy as to provisions for retirement of 
plant. The Board should have the right of inspection, by its technical staff, 
of the accounting and statistical records maintained by the railway. A 
standard form of annual report to the regulatory body fully detailed as to all 
necessary statistical and accounting information and available to the public 
which pays the rates, should be in existence. There should be tests of 
maintenance and expense levels as to normality. The results to be achieved 
from the adoption of the foregoing would mean uniformity of accounts from 
year to year as between the different companies under regulation. It would 
also mean uniformity of interpretation through periodic rulings of the regu- 
latory body. It would mean that the rules of the Board were being followed. 
It would also mean a standard policy of provision for retirement co-ordinated 
with the maintenance policy with which it must be integrated. 


The Interstate Commerce Commission now has a fully developed system 
complete with underlying rulings on marginal issues. It is recognized that 
Canadian railways have been following accounting rules established by the 
Interstate Commerce Commission. In Canada, however, management inter- 
prets these rules as part of its prerogative. This can be seen by an example 
from the evidence relative to the N2 locomotives in the 20% case ? and 
the difference that arose between the accounting and engineering concepts 
of the word “rebuilt”. The result might be highly disadvantageous to the 
user by making improper charges to maintenance when the physical needs of 
the railway are being satisfied. 


The Government of Saskatchewan wishes to point out most emphatically 
that the above suggestions are made on the assumption that subsidiary 
ventures stich as the hotels and the mining investments of the Canadian 
Pacific Railway will be considered as railway investments for the purposes 
of rate making and that the accounting practices of these subsidiaries will 
be subject to the scrutiny of the Board. The Canadian Pacific Railway was 
incorporated and sponsored for the purpose of providing transportation to 
the Canadian people and their investments should be treated accordingly. 


2 See Official Transcript of Evidence 20% Increase in Freight Kates Case 
1949. Vol. 813, pp. 2966-7. 
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4. The Hudson Bay Route 


The Government believes that a substantial measure of relief for the 
people of this Province against high transportation costs could be obtained 
through a fuller utilization of the Hudson Bay Railway and the port of 
Churchill. ‘This would undoubtedly involve the extension of port facilities. 


The great expectations arising from the completion of the Hudson Bay 
Railway have not been realized although some progress has been made. 
There is much bitterness in the Province of Saskatchewan over the small 
use made of the route in face of evidence which seems to demonstrate its 
feasibility. The great saving in distance in the rail haul to tidewater would 
enable this route to provide a substantial service to prairie areas in relation 
to both exports and imports. Moreover, its strategic location in relation to 
northern mining development places it in a position of even greater potential 
importance. 

No good purpose would be served by attempting to assess the fault for 
the limited use of this transportation facility. It is only natural to suppose 
that competitive shipping interests in eastern Canada do not look on this 
route with favour and that when trade channels have been firmly established 
there is a good deal of inertia to be overcome even among those who might 
benefit by a change. Regardless of blame it is suggested that no proper 
test of the value of the route has ever been made. 

The suggestion is here made that a full scale test of the route should 
be made under proper supervision. Apparently there has been little co- 
ordinated effort in the past by the various interested agencies looking to 
the development of the port. If a federal agency interested in exploiting the 
full use of the railway and the terminal facilities were to give attention to 
this matter for a fair period of trial, it is believed that the feasibility of 
the route might well be demonstrated. Attention should also be given to 
rates and to diversion charges allowed by the Wheat Board. 


A study of the submission of the Hudson Bay Route Association 3 is 
recommended to the Commission in the hope that a fair test of the usefulness 
of this route may be obtained. 


5. Rail Extensions and Development Lines 


A satisfactory transportation service involves not only reasonable rates 
but adequate service as well. The area served by railways in this Province 
is very large so that despite the rapid extension of lines there are still many 
gaps to be filled and large areas in the north that are badly in need of trans- 
portation facilities. 


At the regional Hearings in Regina an outline was presented and a map 
filed as Exhibit 13-C, of extensions of rail lines in northern Saskatchewan to 
link up existing facilities and provide railway connections with mining areas. 
It is recognized that the operation of development lines might in the early 
stages prove unprofitable but that has been true of many established lines 
which were unprofitable in their initial stages. The development of proven 
areas should not be retarded by lack of transportation facilities. 

Another problem in railway facilities arises at several points in this 
Province. ‘This is the problem created by gaps in existing railway lines. It 


i i a as a. 7. SEE 
‘ See Submission to the Royal Commission on Transportation by Hudson 
Bay Koute Association (Saskatoon, June, 1949, mimeo.). 
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is not proposed here to specify all instances where these gaps occur but two 
might be mentioned as examples. The 37 mile gap between Val Marie and 
Mankota has been the subject of many representations to Provincial and 
Federal Governments and to the Canadian Pacific Railway by the residents 
of south-western Saskatchewan. The substantial development of irrigation 
in the Val Marie area under the P.F.R.A. programme of the Federal Government 
has been referred to while the hardships created in the past and the limit- 
ations imposed on future development have also been brought to the attention 
of the Commission in the Brief of the ‘‘Fill-the-Gap’’ Association* pre- 
sented at Regina. The Province strongly suggests the necessity for the 
completion of this railway line. A further example of an incompleted line is 
the gap between St. Walburg and Beaver Crossing. Representations have 
been made to Canadian National Railways in respect to this extension. 
The inconvenience and high rates resulting from back-hauls necessitated by 
incompleted lines impose distinct hardships on sections of the population 
involved. It is urged that the final determination of matters of this kind 
should not be solely in the hands of railway management. 


A somewhat different situation was pointed out in the brief presented 
by the R.M. of Coulee.° A railway line has been completed from Neid- 
path to Swift Current but has not been placed in operation. It might be 
mentioned also that a number of railway lines converge on but do not reach 
the city of Swift Current. The Province recommends that a study be made 
by the Commission of the facts surrounding the need for completion of such 
gaps and of railway extensions with particular attention to the instances 
presented by witnesses who have appeared before the Commission. 

This Province came late on the scene of Confederation and is as yet 
comparatively undeveloped. The rate of development has undoubtedly been 
hampered by the impact of national policies. The railway systems represent 
an integral part of national policies and it is suggested that in the national 
interest and in the interest of this Province and of neighbouring provinces 
lines should be extended to northern areas which show promise of making a 
contribution to the economy of the community. 


6. Special Cases 


Much has been said during regional Hearings about certain special rates, 
lower than standard, which have been in effect for a long period of years 
and have now undergone or are in the process of undergoing substantial in- 
creases over and above the general increases applicable to all rates. Specific 
reference may be made to special seed grain rates, purebred livestock and 
exhibition rates, and farm implement rates. 

It is the contention of this Province that rates of this nature put in 
many years ago as an important measure of assistance to the development 
of an industry come to be relied upon, and that any substantial disturbance 
of such rates may threaten the continued existence of the industry concerned. 
Strong evidence of the danger of this was given at regional Hearings in 


4 See Submission to the Royal Commission on Transportation presented 
by the ‘‘Fill-the-Gap”’ Association (Val Marie, June, 1949, mimeo.). 

p See Submission to the Royal Commission on Transportation presented by 
the Rural Municipality of Coulee (R.M. 136) (Burnham, June, 1949, 


mimeo.). 
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western Canada. ‘The railways should not have the sole discretion as to 
the continuance of such rates. While this condition exists, railways exercise 
virtually a determining influence over the very lives of such industries. The 
situation and the principle involved in this type of rate are entirely different 
from those related to competitive rates. 

It is specifically suggested to this Commission that tariffs of this nature 
should not be disturbed except after a thorough inquiry into all the cir- 
cumstances, economic and otherwise, which would follow from such action. 
A review by the Board before adjustment of these rates should be mandatory 
and that review should include the most careful consideration of all the factors 
involved. It is further urged that increases of this type which have been 
announced but not yet put in effect should not be made until this Com- 
mission has had an opportunity to consider the matter. 


7. Regional Costs 


It is not contended that freight rates should be based on regional costs 
although there is some opinion in favour of such a theory. It is submitted, 
however, that the costs in the prairie region are low and that this is a factor 
which should be an argument against abnormally high rates in the region. 

When the nature of the terrain, climatic conditions and other factors 
are considered, the conclusion seems obvious that construction, maintenance 
and operation costs must be comparatively low in this region. A study has 
been requested on this question and it is hoped that the investigation will 
be adequate. In this connection the position is taken with absolute definite- 
ness that the high costs of construction and operation in the region north 
of the Great Lakes can in no sense be chargeable to the prairie region. ‘This 
route was dictated by the National Policy and the prairie region ought not 
to pay additional costs as a result. . 


A reference to the removal of the Mountain Differential, with its appar- 
ent indication of an abandonment of the regional costs theory, is appropriate 
at this time. During the course of the Hearings on this question the following 
statement was made on behalf of the Province of Saskatchewan. 7 


“The Government of Saskatchewan feels that, should the facts 
as ascertained by the Board be such as to demonstrate con- 
clusively that an injustice is being done to the Province of British 
Columbia, then it would follow that the Province of British 
Columbia would be entitled ultimately to relief in some form. 
The Government submits, however, that the Mountain Differential 
is but one of a number of examples of alleged inequality in the 


See Brief presented on Behalf of the Saskatchewan Cattle Breeders Associ- 
ation to the Royal Commission on Transportation (Regina, June, 1949, 
mimeo.) and Joint Presentation of Alberta Crop Improvement Association, 
Alberta Seed Growers Co-operative Limited, Alberta Branch Canadian 
Seed Growers Association, Saskatchewan Seed Grain Co-operative Limited, 
Saskatchewan Forage Crop Growers Co-operative Marketing Assn., 
Saskatchewan Branch Canadian Seed Growers Assn., Manitoba Crop 
Improvement Association, Manitoba Branch Canadian Seed Growers 
Association, to the Royal Commission on Transportation, (Winnipeg, 
June, 1949, mimeo.). 


See Official Transcript of Evidence, Mountain Differential Case, 1948. 
Vol. 799, pp. 3496-7. 
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Canadian freight rate structure and further submits that a 
thorough review of the entire rate structure would establish that 
the burden of maintaining transportation services in Canada as a 
whole falls with undue severity upon the people of Saskatchewan 
and the Western provinces generally. For these reasons the 
Government of Saskatchewan strongly urges that all instances of 
alleged discrimination be considered as part of the entire national 
transportation problem.”’ 


The position of the Province might be restated as follows: the principle 
of regional costs is not being put forward as a basis for rate making, but it is 
strongly urged that a low cost area should not be forced to carry a heavier 
burden than high cost areas or than the nation as a whole. i . 


8. Equalization 


It has been emphasized in the earlier portions of this Submission that 
rail transportation is vital to Saskatchewan’s welfare and that without an 
efficient railway system the Province could not survive or make its con- 
tribution to the welfare of the Dominion. The people of Saskatchewan are 
fully conscious of their complete dependence on rail transportation and 
consequently are anxious that their approach to the solution of the problem 
of transportation and transportation costs should be made in a spirit of 
co-operation with transportation agencies to the end that a policy fair to the 
railways and equitable to all users of their services may be evolved. 


It is the desire of the Province of Saskatchewan to make clear that it 
recognizes that even those features of the rate structure to which this Pro- 
vince takes most definite exception have, in a very large measure, been forced 
upon the railways by circumstances which they have of necessity had to meet 
in a manner calculated to ensure their survival as efficient operating enter- 
prises capable of serving the needs of Canada. 


In this section no attempt will be made to enter into an exhaustive 
discussion of freight rates as such. Rather, an attempt will be made to 
indicate objectives and submit some suggestions as to how, in the interest 
of the Province and of the nation, those objectives may be reached with the 
greatest measure of equity to all. 


It will readily be conceded that the word equality represents a concept 
of experience rather than of strict logic in the matter of rate making. To 
- carry a ton of diamonds for the same total as a ton of coal might seem quite 
equitable when viewed superficially but it simply would not work in a prac- 
tical world of commerce. Hence the concept of classes has been introduced 
into all rate structures. When classes have been introduced to the reason- 
able satisfaction of all, other complicating factors arise such as regional costs 
and competing agencies. As a result the whole business of freight rates 
becomes complicated indeed and it will readily be admitted that an apparent 
patchwork may be the necessary result of actual experience in the competitive 
commercial world. 

* It has, nevertheless, long been the contention in the western region that 
as between East and West there has not been an equality in the matter ol 
railway freight rates. More specifically it has been alleged that rates are 
higher in the West than in the East and that there is no reasonable ground 
on which this differential can be justified. This complaint is made without 
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reference to national policies on the basis of which special relief for the 
Province of Saskatchewan will be asked. 

The Canadian freight rate structure embodies different scales of standard 
rates serving as maxima in different regions of the country. These differ- 
ences are also reflected in various class rate scales. The relationship be- 
tween these rates in the various rate zones is not consistent, since incon- 
sistencies appear both with reference to classes and to lengths of haul. 
The reasons underlying this situation are not clear. An appraisal of the 
actual degree of inequality introduced in one region compared with another 
would require complete knowledge of the traffic moving on these rates, but 
that the relationship is unfavourable to the West seems apparent from the 
pronouncements of the Board in the past. Departures from class rate scales 
are so common, however, particularly due to the force of competition in the 
East, that equalization of class rates, although to be desired, would not bring 
about uniformity of effective rates. It would achieve uniformity of ceilings 
and place shippers and consignees moving traffic on these rates on an equality 
of treatment. As a principle, however, a uniform class rate structure has at 
least the virtue of simplicity to commend it. 

Frequent reference has been made during the course of the Hearings of 
the Commission to the difference in treatment accorded to western and 
eastern Canada as a result of the distributing rates in the former and town 
tariffs in the latter. In the West, distributing rates apply on shipments 
from specified distributing centres to outlying consuming points whereas 
in the East town tariffs apply on movements in both directions between towns 
specified in the tariffs. It would appear that the application of the town 
tariff scheme would promote greater equality of treatment in the various 
regions and should the Commission’s studies, requested by this and other 
provinces, confirm this view the town tariffs should be extended to apply in 
the West as well as in the Central Provinces. 


Aside from such possible grounds of complaint as the one noted in the 
preceding paragraph there is a broader and much more deeply-rooted belief 
in the West regarding rate differentials. We believe—and there seems to be 
little doubt about the facts—that freight rates have been at a higher level 
generally in western regions than in the East. In the Saskatchewan Outline 
of Representations it was contended that “the evolution of the freight rate 
structure has resulted in definite unfairness to the prairie region.” (p. 7) 


It will be conceded at once that a compelling statistical proof of this 
allegation probably cannot be made. Not all western rates are higher; 
some are lower. Moreover, a higher stated rate in a majority of instances is 
not conclusive without reference to the volume of freight moving under 
various rates and without an analysis of the distances involved. ‘Phe Govern- 
ment of Saskatchewan is in no position to make an accurate study and no 
acceptable study has been made by anyone, not even by the Board of Trans- 
port Commissioners. It may well be doubted whether the Board or either 
of the great railways has made such a study or is in a position to do so 
without a long period of preparation. 


Nevertheless the history of decisions by the Board of Transport Com- 
missioners and official pronouncements of the Dominion Government are 
consistent with the position here taken and indicate the existence of a 
factual basis for this contention. It seems proper that some of these decisions 
and pronouncements should be reviewed at this point. 
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The equalization of freight rate levels has been for many years an 
policy of the Dominion Government and of the Board. — 
Freight Rates Case, ® decided in 1914, the history of toll m 
east and west of Fort William was reviewed, the Board finding that 
reduction in tolls had heretofore been made in eastern Canada i a re Fe 
of charging higher tolls in western Canada, although it was admitted te t 
the tolls were higher in western than in eastern Canada, and that prima faci 
discrimination in such tolls existed. The Railway Act as it now anti is 
not forbid all discriminations and preferences but only unjust discrimination 
or undue preference. The Board found that the existine diced aination 
between tolls in eastern and western Canada was not unjust Wat was iustified 
by effective water competition and by the competition Gt s WS. railways 
throughout eastern Canada. 4, 


@iemeiae i916 in the Eastern Tolls Case, ° the Chief Commissioner 
speaking for the Board is reported as follows: 


“There is no doubt but what the Act requires and the general 
public interest of the country as a whole demands, that, if prac- 
. ticable, eastern rates should be advanced so that the different 
schedules may more nearly approach a parity [with western rates]. 
“I am aware that an absolute parity is impracticable, but, as 
conditions become similar, a reasonable parity ought to be ob- 
tained.”’ 


avowed 
In the Western 
aking in Canada 


In the following year an extract from a decision of the Board is to the 
same effect: '° 

“While it is true that in so far as western territory is concerned, 

on the great bulk of traffic rates would only increase approxi- 

mately 10% and eastern rates are, speaking generally, raised 15%, 

it must be borne in mind that, while the rates in the two different 

sections of the country are much nearer equality since the re- 

ductions worked under the Western Rates Case and the increases 

given under the Eastern Rates Case took effect, again, speaking 

generally, rates in the West are still higher.” 

In the rate increase effective August 1, 1! class rates were increased by 
25 per cent. in both eastern and western Canada but in the territory west of 
Fort William the increase already allowed was disregarded. In effect class 
rates were increased by a greater amount in eastern than in western Canada 
thus further equalizing rates in the two regions. Commodity rates were in- 
creased in some instances according to a definite schedule but on commodities 
not enumerated the increases were higher in the East than in the West. 


In 1920 12 the Board granted a general increase of 40 per cent. in 
eastern freight tolls and 35 per cent. in western freight tolls. After repeating, 
with approval, the Board’s decision, quoted above in re Eastern Tolls, the 


8 See In re Western Tolls, 17 C.R.C. 123 (1914). 

9 See In re Eastern Tolls, 22 C.R.C. 4 (1916), at p. 41. 

10 Gee In re Increase in Passenger and Freight Tolls, 22 C.R.C. 49 (1917), 
at p. 84. 

ee sce so) Vill J.O0.R..o RK: 277 (1918). 

12 See Railway Association of Canada v. Canadian Manufacturers Asso.t 
ation, et al, 26 C.R.C. 130 (1920). 
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Chief Commissioner stated 1% ‘...I am of the opinion that it is justifiable 
to allow a reasonably less percentage of increase on freight tolls west of 
Fort William than east thereof.”’ | 

The Governments of Manitoba and Saskatchewan appealed the Board’s 
decision in the 1920 case to the Governor General in Council and on October 


6, 1920, it was referred back to the Board with the following statement, 


inter alia: 14 


‘‘Whether or not these reasons [for the difference in rates between 
eastern and western Canada] now obtain in any substantial de- 
gree is a question which requires minute and expert investigation 
such as can be best conducted by the Railway Commission itself 
and not by Your Excellency’s Advisers, but the Committee is 
strongly impressed with the very great desirability of bringing 
about with the least possible delay equalization of Eastern and 
Western rates.” 

The Board in its judgment, 1? reviewed its previous decision as directed 
by the Governor General in Council but refused to make any alterations in 
the increases previously allowed on the grounds that (a) the interjection of 
equalization into the rates case was purely incidental; (b) the Board would 
not have been justified in attempting to deal with so important a question 
at such short notice; (c) the factors which first led to the establishment of 
these differing rates, namely, water competition and that offered by the 
railway lines of the eastern United States, had been for some years in an 
abnormal and unsettled condition and that their future influence on rates 
in eastern Canada was an entirely unknown and unpredictable quantity. The 
Board, however, declared that it was prepared in compliance with the re- 
quest of the Governor General in Council to take up the question of 
equalization at once. 

In consequence of a study undertaken by the Board some relief was 
given to the western region and the following significant statement appears 
in the decision: !° 

“While as a consequence, naturally to be expected, from difference 
of conditions, many prairie rates have a spread over the eastern 
rates, the course of the decisions of the Board, including the 
present decision, has been to narrow this spread wherever 
possible.”’ 

Accordingly, the Board reduced rates in western Canada to 12% per 
cent. and in eastern Canada to 17/4 per cent. above the levels which pre- 
vailed prior to September 6, 1920, when the decision in Railway Association 
v. Canadian Manufacturers Association became effective. 

Under Order in Council P.C. 886, June 5, 1925, the Board was directed 
to make a general investigation of freight rates. ‘The policy of the Govern- 
ment and of the Board was declared to be one “. . . of equalization of freight 


18 See Railway Association of Canada v. Canadian Manufacturers Associ- 


ation, et al, 26 C.R.C. 130 (1920), at p. 143. 

See Governments of Manitoba and Saskatchewan v. Railway Association 
of Canada, 26 C.R.C. 147 (1920), at Dads 

See Governments of Manitoba and Saskatchewan . Railway Association 
of Canada, 26 C.R.C. 298 (1920). 

'6 See re Freight Tolls, 27 C.R.C. 153 (1922), atvp.anla 
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rates . . . to the fullest possible extent as being the only means of dealing 
equitably with all parts of Canada...” In its decision, 1” the Board 
dealt with numerous inconsistencies in the rate structure, with the rates on 
grain through Vancouver, the transcontinental rate scale, and the Mountain 
Differential. It did not, however, deal specifically with prairie vis-a-vis 
eastern rates. 

Thus it can be seen that the trend of the Board’s decisions has been 
steadily toward equalizing rates in eastern and western Canada. ‘his trend 
has been consistently supported by the Government of Canada. 

In the decision of the Board in the 21 per cent. case (Order 70425) 
delivered on March 30th, 1948,'% there was no effect given to the repeated 
claims of east-west disparities. It is to be noted, however, that P.C. 1487 
issued by the Dominion Government after studying Board Order 70425 
granting the 21 per cent. horizontal increase, referred to P.C. 886 of pete! S) 
1925, and ordered a general rate investigation: 

“with a view to the establishment of a fair and reasonable rates 
structure which will, under substantially similar circumstances and 

‘conditions, be equal in its application to all persons and localities 

so as to permit the freest possible interchange of commodities be- 
tween the various provinces and territories of Canada and the 
extension of Canadian trade both foreign and domestic, having 
due regard to the needs of agriculture and other basic industries.’’ 

Thus it will be seen that equality is still a principle having the approval 
of the Federal Government. In view of its influence on relative rate levels 
a word has already been said with respect to the removal of the 
Mountain Differential. 

several observations were made respecting the freight rate structure in 
the Saskatchewan Outline of Representations filed with the Commission. 
For example: 


“In making representations to the Commission the Government 
labours under the handicap that detailed statistical material is 
not available for examination and study. Consequently in the 
following sections of this outline it will be respectfully suggested 
that the Commission should undertake the responsibility of having 
proper investigations made ito certain specific matters. We are 
of the opinion that this is the only method by which reasonably 
exact information may be er Mie. Wd; 

Among the foremost of these/mvyestreetions. were the following: 

“(1) that a careful study be directed by the Commission regarding 
the differéntial between the actual rates in the prairie region and 
other regions; (2) that a careful study be made of the costs- 
revenue ratio in the prairie region and the other regions; (3) that 
rates in this province and region be drastically reduced not only 
on the merit of the arguments suggested above, but also as a 
protection against disaster to the province in the future—a 
disaster which would threaten national unity.” (p. 4) 
The determination by the Commission of the facts respecting effective 

rate levels and differentials generally as between the various regions Is 


17 See In re General Freight Rates Investigation, 33 CRC. 17 08927 ). 
18 See Re General Increase in Freight Rates, 62 C.R.T.C. 1 (1948). 
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regarded by this Province as essential. Factual information so obtained will 
provide a basis for appraising the relative regional impact of the burden of 
maintaining essential railway services in Canada. Such an investigation 
is quite beyond the facilities of any province to undertake, but that a dif- 
ferential has existed and that the disparity has been unfavourable to the 
West seems clearly established in the pronouncements of the Board of Trans- 
port Commissioners and the Dominion Government. 

The position of the Province is made abundantly clear at pages 64-5, Part 
II above. In brief, the net result of increased competition by other carriers 
has been to impose on the prairie region a larger comparative load in order 
that railway earnings might be maintained at an adequate level. 

Saskatchewan believes that railways are the most essential transportation 
agencies in Canada, and that they are and should be considered as truly 
national in their scope. Some improvement can doubtless be made in the 
rate structure. Such relief, however, will be relatively trifling and will not 
of itself be sufficient even if all differentials are removed. Something further 
will be required if the injustice created by the operation of the National 
Policy on this region is to be corrected. 

In closing this section it should be pointed out that not all injustices will 
be removed even by drastic changes in freight rate levels. This Province, 
along with Alberta and portions of Manitoba, has suffered and continues to 
suffer a gross injustice as a result of certain tax exemptions given to the 
Canadian Pacific Railway. 

This exemption was provided for by clause 16 of the contract with the 
Railway ratified by chapter 1, Statutes of Canada, 1881. The clause reads 
as follows: 

“16. The Canadian Pacific Railway, and all stations and station 
grounds, work shops, buildings, yards and other property, rolling 
stock and appurtenances required and used for the construction 
and working thereof, and the capital stock of the Company, shall 
be forever free from taxation by the Dominion, or by any Province 
hereafter to be established, or by any Municipal Corporation 
therein; and the lands of the Company, in the North-West Terri- 
tories, until they are either sold or occupied, shall also be free 
from such taxation for 20 years after the grant thereof from the 
Crown.”’ 

The question is now before the courts as to what lines of the Canadian 
Pacific Railway the exemption from taxation extends. It is here submitted 
that as a matter of elementary justice the exemption should be entirely re- 
moved and that it is a question properly to be considered by the Commission. 


9. Competitive Rates 


It is the view of the Province of Saskatchewan as stated at page 4 in 
its Outline of Representations that “the matter of competitive rates will, 
and should, assume a very considerable importance in this investigation.” 
The Commission was requested by the Province to make certain studies to 
ascertain the facts relative to competitive rates, the adequacy of their level 
and whether the extension of control over rates and services of competing 
agencies should be recommended. 


It is important, in any consideration of the competitive rate aspect of 
the Canadian freight structure, to bear in mind the history of the develop- 
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ment of this class. of rates particularly in recent years. Competitive rates 
may roughly be divided into water compelled and truck competitive. The 
competition also may be real or potential. 

Water competition in eastern Canada has from the inception of railways 
exerted considerable influence on the rate structure in that area. The move- 
ment of traffic by water of course antedated the building of railways. ‘This 
natural alternative means of conveyance has been improved from time to 
time by the expenditure of public funds out of the national treasury which 
has increased the competitive force exerted by the natural waterway. - It 
may be said here that the Province of Saskatchewan acknowledges that to 
some extent and for a portion of the haul this competition has provided some- 
what lower overall rates for Saskatchewan products and Saskatchewan re- 
quirements. Nevertheless, with water competition concentrated entirely 
east of Fort William (except for the Panama compelled transcontinental 
rates) and the total lack of navigable waterways on the prairies, it is certain 
that the benefits flowing from this type of competition, both real and poten- 
tial, are of relatively greater importance in eastern Canada than on the 
prairies. In sharp contrast to the situation on the prairies the movement 
of an extremely large proportion of total traffic in the East comes under the 
influence of water competition. In fact practically all large industrial centres 
are located on the natural waterways, taking advantage of the benefits which 
such locations offer. 

Water competition has thus undoubtedly exerted a potent influence on 
rail rates, and consequently railway revenues. Of at least equal signifi- 
cance, however, particularly since the general adjustment of rates in 1927, 
the rate structure then established has suffered from the heavy impact ex- 
erted by the growth to major proportions in eastern Canada of uncontrolled 
truck competition. Great improvements in highways and technical advances 
resulting in larger and more efficient motor trucks have brought about a 
steady growth in traffic susceptible to truck transportation forcing the rail- 
ways to establish very low rates in order to retain a share of this type of 
traffic. Whatever may be said of the equity of the rate structure established 
in 1927, as a result of the general investigation, there can be no question 
but that it has been very substantially distorted by the steadily increasing 
prominence of the motor truck in the transportation field. 

The problem thus created for the railways and for their customers has 
been rendered the more serious from the national point of view by the 
tremendous regional variation in the force of this competition. These 
regional differences arise from a number of different causes. In the first 
place the widely scattered nature of population distribution in western 
Canada, and particularly in Saskatchewan, has made the building and 
maintenance of hard-surfaced roads far too expensive a procedure for the 
Province to bear except on an extremely limited scale. By contrast, in 
eastern Canada population is more concentrated due to industrialization 
and the location of large urban centres contiguous to natural waterways. 
This has facilitated the building of a very complete network of highways of 
high standard. Secondly the rigours of the western climate drastically limit 
truck transportation during a substantial period of the year. T he limitations 
actually are greater than the length of the winter season might vas es 
for during the spring break-up trucks are denied the use of the highways unti 
the frost is out of the sub-base. This limitation applies even to the hard 
surfaced roads that do exist in the Province. By Ministerial order trucks 
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are also banned from time to time during periods of heavy rainfall. This 
again is in sharp contrast to the situation in eastern Canada where truck 
transportion is carried on all the year round. Important as these factors 
are in limiting trucking generally in western Canada, in Saskatchewan and 
also in Manitoba the operation of motor trucks on provincial highways is 
closely regulated in the matter of franchises, routes of operation and, above 
all, rates which may be charged. In Saskatchewan the regulations of the 
Highway Traffic Board, the regulatory body, are on record with the Commiss- 
ion, being filed in Regina as Exhibits 17 and 17-A. In eastern Canada, it is 
understood, except for licensing and certain safety measures, truck trans- 
portation is entirely uncontrolled and is free to offer the railways the keenest 
and most wide-spread competition. The monopoly position of rail trans- 
portation has definitely been lost in eastern areas and rail rates have been 
subjected to drastic reductions. 

The Province of Saskatchewan does not blame the railways for the situa- 
tion that has developed as a result of these influences. Likewise, with its 
limited jurisdiction, the Board of Transport Commissioners can not be held 
responsible for the disruption of the rate structure created as a result. Its 
- powers do not at present extend to truck control and the fact of the existence 
of truck competition has had to be faced by both the Board and the railways. 
Far from protecting the integrity of the rate structure, the revenues of the 
railways, and the equality which should exist between shippers and consignees 
in various regions in Canada, the Railway Act appears to leave a loop-hole, 
in that discrimination and preference is not prohibited but only “unjust” 
discrimination or ‘‘undue’ preference. Thus truck competition has been 
considered by the Transport Board as justifying the anomalous situation 
repeated time and again whereby different users of railway transportation 
are charged different prices for the same service. Competitive rates, without 
any question, give certain areas an advantage over others and the relative 
competitive position of different areas is subject to frequent change. 

If the forces of competition were equally distributed across the country 
and if the resultant rail revenues still provided adequately for railway needs, 
competition would serve equally the interest of all users of rail transportation 
services. Obviously this condition does not exist. It is obvious that had 
it not been necessary to institute the various competitive rates the railways 
would have received considerably more revenue annually. It seems safe to 
say, therefore, that in no small measure reduction of rail revenue as a result 
of the inroads made into the rate structure by competitive rates, largely in 
eastern Canada, helped to precipitate the situation which induced the railways 
to make application for rate increases. Thus it can plainly be seen that not 
only do wide disparities become firmly introduced into the rate structure as 
a result of the efforts of the railways to meet competition, but when the 
device of a horizontal percentage increase is resorted to these disparities are 
accentuated. 

It should be pointed out that in recent months the railways have made 
substantial increases in many competitive rates over and above the 21 per 
cent. general increase allowed in April, 1948, and the disparities introduced 
into the rate structure as a result of competition are probably less today 
than two years ago. To whatever extent the situation has thus been tem- 
porarily improved, however, it must be borne in mind that competitive 
forces in the East are a constant threat to the rate structure against which 
western users of rail transportation should be afforded some protection. 
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It is submitted that the consideration of competitive rates involves two 
distinct problems. There is first the necessity for regulatory measures to 
provide for an examination of the propriety of individual competitive rates 
or groups of competitive rates. 


The difficulty, or probably the impossibility, of railway officials deter- 
mining when a competitive rate reaches the point that an actual loss occurs 
is one of the dangers inherent in the present method of establishing com- 
petitive rates. During the recent revenue cases before the Board of Trans- 
port Commissioners railway officials indicated the impossibility of ascertaining 
the actual costs of moving any given consignment of goods and expressed the 
Opinion that in determining rates judgment and experience played an im- 
portant part. Rate-making is not, and probably cannot be made, an exact 
science. 


The difficulties involved should not, however, excuse definite action being 
taken to provide regulatory machinery to control competitive rates. In view 
of their number and influence on the overall rate structure it stands out as 
one of the major anomalies of rate control in Canada, that the present 
regulatory body is not required to approve competitive rates and apparently 
has no jurisdiction over them except on complaint against an individual 
rate. The problem of competitive rate levels is not one that stops at in- 
dividual rates. It is a cumulative problem with the institution of one 
competitive rate causing pressure for others. Furthermore, it is probable 
that competition will become an increasingly serious problem for the railway 
system of Canada in the future. The vital part which railways must con- 
tinue to perform demands the most. careful consideration of the impact of 
competing carriers. 


Saskatchewan recognizes that competition, unequal as its impact is 
geographically, is nevertheless a fact which must be faced in a realistic 
manner. As business enterprises the railways should retain some freedom 
to meet legitimate competition by instituting competitive rates, subject to 
investigation and approval of the Board of Transport Commissioners. It 
would seem that the investigation should be aimed at determining authori- 
tatively the validity of the claims upon which the rate was based, the effect 
on rail revenues and particularly some affirmative assurance that the traffic 
involved will not be carried at a loss. It is not the desire of the Province 
at this time to draw up a formula which should be followed, but to clarify 
the views expressed above it is suggested that a competitive rate could be 
instituted by the railways and filed with the Board together with all data 
supporting the alleged necessity for its institution. A responsibility would 
then rest on the Board to investigate, within a stated period, the validity 
of the data so presented and determine the desirability or otherwise of allow- 
ing the rate to continue in effect. Implicit in the foregoing is, of course, a 
review and determination on the basis outlined of the propriety of existing 
competitive rates. 


The above observations on the control of competitive rates appeal to 
the Government of Saskatchewan as the most satisfactory solution. The 
suggested procedure assumes that the Board of Transport Commissioners will 
examine each rate seriously and that a competent staff will be available to 
do the work thoroughly. This suggestion seems more satisfactory than the 
institution of a rate floor above which the railways may experiment freely 
with little fear of challenge. 
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The second problem in the control of competitive rates is, perhaps, 
peculiar to truck competition and involves control of trucking and possibly 
of trucking rates. It was suggested in the Saskatchewan Outline of Repre- 
sentations that the Commission might consider ‘whether, in the light of the 
information obtained, [by investigation of the whole matter of competitive 
rates] control should not be extended over rates and services of competing 
agencies either by the Board of Transport Commissioners or by some other 
body.” (p. 5) This suggestion is reaffirmed at this time. | 

There seems little doubt that the control of the Board should be ex- 
tended to the matter of inter-provincial trucking, both as to rates and the 
conditions of service. [he further opinion is expressed that a uniformity 
of control over all commercial trucking would be desirable either through co- 
operation among the provinces or by a vesting of jurisdiction in the Dominion 
to the end that control might be delegated to the Board. The Government 
of Saskatchewan is prepared at this time to surrender jurisdiction over 
freight rates, in the case of all commercial trucking, to the Board of Trans- 
port Commissioners but it would wish to reserve such a measure of control 
as to protect the provincial highways and also protect the revenue position 
of the Province. The suggestion is also made that effective control might be 
exercised by provincial boards with an appeal to the Board of Transport 
Commissioners on matters coming within the area of centralized control. 
The question of jurisdiction is a difficult one, but it deserves consideration 
by all parties concerned. 

The Government further suggests that the investigation of truck com- 
petition should be a searching one. There is some reason to suppose that if 
the rapid destruction of the highways by loaded trucks is taken into consider- 
ation it would appear that the cost to the public is greater in the case of 
truck transportation than in railway transportation. 


Further to the question of competition in the transportation field the 
attention of the Commission is drawn to page 7 of the Saskatchewan Outline 
of Representations. It is there suggested that a study of the possible con- 
tribution which public ownership of all railways could make to the solution 
of Canadian transportation problems might well be undertaken. 


10. Long Haul Rates 


In section 8 of this Part, above, some attention was given to the matter 
of equality. It was recognized, however, that the concept of freight rate 
classes has been forced upon us by the weight of experience. With this 
recognition a uniform class rate structure throughout the country seems to be 
theoretically sound. 


Let us suppose that a uniform class rate structure is established. Im- 
mediately exceptions will be forced by the competition of other carriers and 
a competitive rate structure will develop. This phenomenon has actually 
occurred in Canada. 


Granting the inevitability of competitive rates, even though under the 
close supervision of a regulatory body, two other factors must be noted: 
first, the recognized principle of tapering rates, applicable to long hauls, and 
secondly, the fact that the prairies have been grievously prejudiced by certain 
national policies. In the opinion of the Government of Saskatchewan it is 
imperative that the situation be corrected through lower long haul rates to 
and from the prairies. 
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In the view of this Province there has been a shift in the relative burden 
of maintaining railway services as a result of the institution of the man 
thousands of competitive rates, chiefly in eastern Canada. This point pe 
be illustrated by a hypothetical example. Let us assume two sea 
trafic movements for which the rate in both cases is $1.00. Genuine com- 
petition develops in one area and the $1.00 rate becomes depressed to $0.50 
The original revenue total of $2.00 was derived equitably from the two rates 
of $1.00 each. With the pressure of competition two things happened. The 
total revenue dropped from $2.00 to $1.50 and instead of each area con- 
tributing the same amount to the support of an asset vital to both, the com- 
petitive area now contributes $0.50 less than the non-competitive area. This 
is illustrated-in lines 1 and 2 of Table I. 


TABLE I 
Rate Rate Total Relation between 
A B Revenue A’ and B 
1. Original rates $ 1.00 $ 1.00 $ 2.00 Equality 
2. Competition 
develops at B 1.00 .50 B30 Disparity $ 0.50 


Restoration of Revenues Requires Overall 3314% increase. 


3. If Competition 


has disappeared 1.00 1.00 2.00 Equality 
4. If horizontal 

increase applied 1.33% .6624 2.00 Disparity $ 0.6674 
5. If force of competi- 

tion same as at 2. 1.50 .50 2.00 Disparity $ 1.00 


While the ultimate result of rate cutting to meet competition may not im- 
mediately become apparent the cumulative effect of this process carried on 
year after year in increasing tempo must eventually reveal itself in the need 
for more overall revenue. 


Under present regulatory procedure, when the need arises to restore 
revenues to the $2.00 level the disparity which the competitive rate intro- 
duced may be decreased, maintained or increased depending upon the force 
of competition at the time. Only if competition disappeared could this dis- 
parity be eliminated and equilibrium restored by raising the competitive 
rate to the normal level. In the event of the other extreme when no increase 
at all could be made in the competitive rate the whole of the increase would 
have to be obtained from the non-competitive rate and the disparity ac- 
centuated. Should circumstances be such that any horizontal percentage 
increase granted could be applied equally to competitive rates the disparity 
would naturally increase in terms of dollars and cents. These possible con- 
ditions are depicted in lines 3, 4 and 5 of Table I. Other combinations are, 
of course, possible. The point which it is desired to illustrate is that the 
existence of competitive rates in the rate structure unavoidably creates a 
disparity in the regional burden of maintaining the railways of Canada. 
There is a further consideration with respect to competitive and non-com- 
petitive rate differentials. In general it would appear to be dificult to refute 
the suggestion that if low competitive rates are profitable to the railways, 
non-competitive rates must be substantially more so. W hether or not com- 
petitive rates are profitable the non-competitive areas are shouldering a 
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greater burden for providing net revenues to the railways than are the com- 
petitive areas and it can hardly be denied that non-competitive areas are, 
in effect, subsidizing operations where competitive rates are in wettect: 


he need for changing these rates as competitive pressure varies and the 
need for putting in new rates to meet developing competition introduces an 
inherent element of instability into the rate structure and the desirable nat- 
ional objective of a uniform distribution of the responsibility for maintaining 
railway services cannot therefore be achieved, let alone maintained, within 
the limits of any rate structure capable of implementation. 


The factors noted above are significant. Coupled with these factors is 
the particular problem of this Province, running through the entire economy— 
the problem of the long haul. The long haul is involved in marketing the 
natural and the processed products of the Province and in the importation 
of consumer and capital goods from the industrial East. This is a problem 
common to the Prairie Provinces generally, but as has been implicit in the 
economic appraisal appearing in Part I, it has a special significance for the 
Province of Saskatchewan. The problem of the long haul has been brought 
to the attention of the Royal Commission at the regional Hearings at Regina 
both by producers’ organizations as mentioned elsewhere in this brief and by 
organized groups speaking primarily for the consumer such as the Local 
Council of Women, the Homemakers’ Clubs and the Saskatchewan Feder- 
ated Co-operatives. 1° 


As previously set forth Saskatchewan products are bulky in relation to 
unit value and move in volume over long distances to reach domestic and 
export markets. Likewise imports from the East are heavy and great dis- 
tances separate Saskatchewan from sources of supply. 2°, Sl his (at wigcels 
imposes a heavy burden of transportation costs. TO) the: extent: tha: acu. 
western producer tends to bear the freight costs on his products in terms of 
a price less freight and on capital and consumer goods in terms of a factory 
price plus freight *! the burden is accentuated and the people of Saskat- 
chewan thus forced to bear a much greater share of the cost of maintaining 
the national transportation system than people in other parts of Canada. 


In the opinion of the Government of Saskatchewan the long haul rates 
must be drastically reduced. Such a reduction would, in a partial measure, 
at least, remove the handicap under which this Province has suffered as a 
result of the National Policy outlined in Part IT. 


19 See Brief presented on behalf of the Local Council of Women, Regina, 
(Regina, June, 1949, mimeo.), Submission by Saskatchewan Home- 
makers’ Clubs to the Royal Commission on Transportation (Regina, 
June, 1949, mimeo.), Brief to the Royal Commission on Transportation 
presented by Saskatchewan Federated Co-operatives Limited (Saskatoon, 
May, 1949, mimeo.). 


20° See also Submission of Regina Chamber of Commerce, Saskatoon Board 
of Trade and Saskatchewan Associated Boards of Trade (Regina and 
Saskatoon, April, 1949, mimeo.) p. 7. 

21 


See Saskatchewan Motor Dealers Association, Freight Rate Brief for 
Submission at Regina (Regina, June, 1949, mimeo.). 
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11. Crow’s Nest Grain Rates 


The freight rates on export grain usually referred to as Crow’s Nest 
Rates, offer a perfect example of long-haul rates, fixed as a matter of national 
policy. 

To the suggestion that the profitability of the carriage of grain under 
these rates should be inquired into, the categorical affirmation is here made 
that even if such rates are non-compensatory, such a conclusion is completely 
irrelevant. The rates represent established national policy, the alteration 
of which would be ruinous to the wheat-growing areas. ; 


The Province takes the position that the grain rates fixed by the Crow’s 
Nest Pass Agreement constitute one of the basic conditions upon which the 
western agricultural economy was established and developed and which have 
enabled it to play its part in the economic life of Canada. The possibility 
of settling the West on a one crop economy and the desirability of speeding 
colonization of the prairies, induced the Government to enter into the 
Crow’s Nest Pass Agreement to assist in bridging the gap which geography 
imposed between the producing plains and the consuming markets of the 
world. The considerations which gave rise to Parliamentary action with 
respect to grain rates are as valid or even more valid today, for experience 
has emphasized a factor which was less apparent at the time the Agreement 
was made. This factor is the inherent instability inseparable from an 
economy so dependent on the vagaries of nature. In an earlier section the 
violent fluctuations in yield and in price have been emphasized. 

Stability of transportation costs at the lowest possible level is an absolute 
essential to the survival of the wheat economy. This at one and the same 
time imposes the necessity for the continuation of Crow’s Nest grain rates 
and the protection of their integrity by statute. 


Saskatchewan is the leading wheat growing province of Canada, nor- 


mally producing, as has been indicated, substantially more than one-half 
of Canada’s wheat crop. Similarly it is the province subjected to the greatest 
hazards of nature and consequently the highest degree of instability. It is 
not too much to say that the continued ability of Saskatchewan to play its 
part in Confederation is dependent upon the prosperity of its wheat farmers, 
and that stable grain rates at a minimum cost are essential to that prosperity. 


12. Specific Recommendations 


The Government of Saskatchewan believes that the factual data pre- 
sented in this Submission demonstrate that an unduly heavy and dis- 
proportionate burden for the maintenance of Canada’s transportation system 
falls upon this Province. It is further submitted that this result is brought 
about by the nature of this Province’s economy, dictated by natural con- 
ditions and circumscribed by national policy. The unequal benefits ol 
competitive rates and the remoteness of the prairies from markets and sources 
of supply, constitute economic and geographic disadvantages under which 
the economy of the Province must operate. For these reasons remedies 
suited to these particular conditions must be sought. It might be well at 
this point to review briefly some ameliorative measures which have been 
applied in the past in different regions, designed to offset locational disad- 
vantages and to coincide with the aims of national policy. 

With respect to the removal of geographic disadvantages 1 
of the Province of Saskatchewan that the principles enunciated in t 


s it is the view 
he Mari- 
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time Freight Rates Act are sound. With a country as widespread as Canada 
it is obvious that some areas will be more and some less favoured by geo- 
graphy. The conditions and responsibilities of union into one nation impose 
restrictions on the freedom to take advantage of normal trade relationships 
open to an individual area determining its own destiny. Inherent in the 
passage by Parliament of the Maritime Freight Rates Act is a recognition 
of the principle of compensation for the restrictions imposed on regions by 
policies adopted in the interest of the broader concept of nationhood. 


It has been pointed out that the reflection of the national policy of an 
integrated Canadian economy was also revealed in the opening up of the 
West by the passage of the Crow’s Nest Pass Agreement Act (60-61 Victoria, 
Chapter 5). This Act, as is well known, called for certain reductions in 
rates on grain and grain products moving to Fort William and Port Arthur 
and on a fairly comprehensive list of commodities moving westward. The 
Act also provided not merely a rate arrangement but in its effect became the 
instrument of national policy upon which the western plains were settled. 
In 1925 the lower rates prescribed by the Agreement on commodities moving 
westward were cancelled. By this action a substantial element in the Agree- 
ment was removed and the West exposed to the full effect of distance from 
sources of supply. 


It has been urged that the equalization of certain standard and class 
rate levels and the more comprehensive control of competitive rates, while 
desirable in reducing inequalities in effective rate levels between regions, will 
not and cannot solve the fundamental problem arising from the disproportion- 
ate burden for national transportation which falls upon western Canada. 
This is not to suggest that such inequalities as the Commission may find in 
existence should be ignored when recommending measures to lighten the 
burden in the Prairie Provinces. 


The fundamental problem, and the one bearing most heavily on Saskat- 
chewan and the adjoining provinces is the long haul involved in marketing 
western products and in importing necessary capital and consumer goods, 
on both of which movements the West tends to bear the transportation costs. 
It is completely logical, therefore, to explore the possibility of applying relief 
through reduction of those rates which bear with such severity on the people 
of the West. There can be little question but that a substantial reduction 
in rates on all products shipped out of the Prairie Provinces and on all 
commodities imported into these provinces would provide a measure of 
effective relief reasonably commensurate with the disadvantages under which 
the prairie economy must operate. For such a reduction there is ample 
precedent in the passage of the Crow’s Nest Pass Agreement Act of 1897 
and in the adoption of the Maritime Freight Rates Act of 1927. The in- 
equity of the burden now shouldered by the Prairie Provinces has been 
clearly demonstrated and it should only remain to determine the means to 
be applied for its removal. 


That the Maritime Provinces have laboured under a great disadvantage 
within the nation cannot be denied. A just cause for equalization within 
the nation has certainly been made out on more than one occasion and it is 
submitted that the Maritime Freight Rates Act is a most appropriate form 
of relief. Yet the Province of Saskatchewan and the neighbouring Prairie 
Provinces have also laboured under disadvantages, probably more onerous. 
Certainly the findings of the Royal Commission on Dominion-Provincial 
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Relations (1940) indicate a need of equalization at least equal to that of any 
of the three Maritime Provinces. The Maritime and Prairie regions have 
both suffered under the National Policy and we believe that the effects of 
that policy on the economy of Saskatchewan have been more disastrous than 
for any other province of Canada. 


It is urged on behalf of this Province that an effective freight rate 
reduction, at least equal in degree to that provided for in the Maritime 
Freight Rates Act, shall be made applicable to all freight shipments (other 
than those covered by the Crow’s Nest Pass Agreement) leaving or entering 
the prairie region. Just as in the Maritime region this will effect an 
equalization that is clearly justified. The benefit from such a reduction will 
go to all the people of the region, the people who now suffer as a result of 
national railway policies. 


The Government of Saskatchewan wishes to emphasize that this relief 
is quite separate and distinct from the Crow’s Nest grain rates. The 
statutory grain rates offer a powerful analogy as a partial compensation for 
the effects of national policies but these rates must be regarded as in a class 
by themselves and absolutely guaranteed by statute as established national 
policy. The present recommendation affecting all other commodities finds 
a closer analogy in the Maritime Freight Rates Act. 


PART IV 


COMPENSATION THROUGH A NATIONAL TRANSPORTATION 
SUBSIDY : 


The approach of the Government of Saskatchewan to a solution of the 
problems under review by this Commission is founded on a broad concept 
of the part this Province has played and must continue to play in the national 
life of Canada. Thus in Part I of this Submission the historical background, 
the economic development, and the present position of Saskatchewan in the 
Canadian economy were carefully examined. Part II proceeded to an ap- 
praisal of the effect of some major national policies on the Saskatchewan 
economy and indicated the severity of the burdens which these measures have 
imposed on this region. 


The overwhelming importance of railway transportation in the settle- ~ 
ment and development of western Canada has been reviewed. In the scheme 
of Confederation railways became a condition of union, without which the 
subsequent history of British provinces on the North American continent 
would doubtless have been very different. Provision of railway transportation 
was inextricably associated with the birth and subsequent development of 
the new nation and Dominion railway policy has been in no small measure 
instrumental in determining the destiny of regions. The requirements of 
nationhood prescribed that railway lines should run entirely through Canadian 
territory. The national policy of a protective tariff barred ready access to 
United States markets and sources of supply and with the completion of the 
all-Canadian railway system the design was set for the east-west flow of 
commerce in Canada. That tariff policies have borne heavily on western 
Canada can scarcely be denied. That railway policy was devised to render 
effective the objectives of the tariff policy has been demonstrated. It follows 
with complete logic that in devising the future national transportation policy 
railways should again be looked upon as the instrument perhaps best adapted 
to the removal of disadvantages under which the Prairie Provinces have 
long laboured. 


The recommendations of the Government of Saskatchewan are enunciated 
in Part III above and fall under two principal headings: first, the more com- 
prehensive and more effective control of transportation matters in the 
Dominion; and second,—and of paramount importance—the implementation 
of measures to relieve this Province of a vastly disproportionate share of the 
burden of maintaining the nation’s transportation system. 


Several avenues which offer indirect possibilities of some amelioration 
have been explored. These relate to improvements in the regulatory 
machinery and extension of its area of control, both in the matter of rates 
and in facilities and services. Implicit also in the suggestions offered is the 
need for greater initiative by the Board of Transport Commissioners in the 
exercise of their functions. 


Four particular aspects of the freight rate structure in Canada were 
examined in Part III above: (i) the principle of equalization of class rates; 
(ii) distributing rates and town tariffs; (iii) competitive rates; and, (iv) rates 
on the long haul. 

On the basis of information presently available, Saskatchewan has ex- 
pressed approval of a uniform basis of class rates and of uniform application 
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of the principle embodied in town tariffs. Concerning competitive rates, 
in addition to certain administrative recommendations, it has been pointed 
out that shippers in eastern competitive areas have substantial advantages. 
As to the long haul rates, reductions have been recommended to correct, to 
some extent, results of certain national policies and in some measure 
to compensate for inequalities in effective rates obtaining in the West as 
compared with more highly competitive areas. 

The Province of Saskatchewan is fully aware that the implementation 
of any recommendations must take account of the fact that railways require 
a certain level of revenues to perform their functions efficiently. If sub- 
stantially lower rates reduce rail income below the necessary level then clearly 
the required revenues must be obtained in some other way. Any measurable 
reduction obtained by any one region would, under existing circumstances, 
soon be reflected in further general rate increases. 

It is conceivable that insofar as equalization of class rates is concerned, 
desirable adjustments could be made without materially affecting railway 
revenues. The same is probably true of the proposed replacement of dis- 
tributing rates by town tariffs. Any alleviation from these sources would, 
however, by the same token, be relatively slight. If relief were substantial 
the anomalous situation would occur whereby railway revenues would fall 
and a general increase in rates would be inevitable. This would defeat the 
purpose of the reductions and perpetuate, if not intensify, the present 
situation. 

Saskatchewan has made its major recommendation in connection with 
rates on long hauls. Justification for drastic reductions in the burden of 
these rates has been advanced in Part III above. 

The Government of Saskatchewan can, however, see no way of achieving 
a measure of relief commensurate with the disability which has been imposed 
upon this region except by means of the application of public funds. Only 
through the use of the subsidy device can justice be accorded to the West 
while at the same time the railways are maintained as efficient operating 
units. 

It has been demonstrated in this Submission that equity to the West 
demands drastic reductions in freight rates. Yet it seems clear that adequate 
redress cannot be granted by any conceivable adjustments within the confines 
of a practicable rate structure. This emphasizes the justification and the 
need for national funds being utilized to enable a truly national solution to 
be applied. With all the widely varied conditions to be found in Canada, 
the fact is that railway services are essential to all its people. Thus the 
importance of the Canadian railway system to the life of the nation demands 
that no one region be called upon to bear an unduly heavy and dispro- 
portionate share of the burden of its maintenance. Simple equity furnishes 
ample justification for the application of the national subsidy device as an 
instrument for the achievement of the rate reductions recommended by this 
Province. 

In considering the form which a subsidy may take the distinction should 
be kept in mind between the device employed under the Maritime Freight 
Rates Act and a payment made to remove a deficit resulting from trans- 
portation operations. [he former is very simple and results in no change in 
the balance’ sheet of the railway. The latter will depend on the accounts of 
the railway and may fluctuate from year to year. It is probable that both devices 
will be necessary if the recommendations made in this Submission are adopted. The 
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objectives sought to be realized are two-fold: first, to secure an equitable rate 
structure, largely through drastic rate reductions; second, to insure that the 
equitable relationship shall be maintained. It is of fundamental importance 
that the comparative burden on the prairie region shall not be increased by 
gradual changes in the rate structure once an equitable situation has been 
created. 

That a national subsidy is an appropriate instrument to make such rate 
reductions possible may be further demonstrated on several specific grounds: 

(a) It is a principle of legislation under which railway freight rates are 
fixed in Canada that these rates must be just and reasonable. Yet the in- 
terpretation placed on this provision by the Board of Transport Commis- 
sioners has resulted in different rates being charged for the same service in 
different areas and, further, neither the Railway Act not the jurisprudence 
built up by the Board has, or probably can, alter the fact that national 
policy and the nature of our economy have fastened upon western Canada 
a disproportionate share of the costs of the national transportation system. 
This Submission envisages a broader and more basic concept of equality in 
which those costs will be equitably distributed among all Canadians. Only 
through the subsidy device can this be achieved. 


(b) During the hearings before the Commission there has been a ten- 
dency on the part of the railways to explain and to excuse the high freight 
burden of the prairies as being merely the natural outcome of geographical 
situation. This, however, is not the whole story, for in the case of the 
Province of Saskatchewan, national policies have tended to force trade into 
artificial channels and have compelled the people of the Province to pay 
freight on Canadian railways running east and west. 


As an instance of a national policy operating against the interests of this 
Province reference has been made to the customs tariff. ‘The customs 
tariff probably bears more heavily on Saskatchewan than upon any other 
province in the Dominion. The nature of our economy, essentially agri- 
cultural in character with comparatively little development of secondary 
industries, makes this inevitable. Further, the effect of the national protective 
tariff, whatever its merits or demerits from a national standpoint, is to force 
the people of Saskatchewan to use a large volume of manufactured goods 
transported over Canadian transcontinental railways. The cost is a heavy 
one. In the light of the historical facts it is submitted that partial compen- 
sation, at least, through a national policy of transportation subsidies would 
be both appropriate and just. 


(c) The enquiry conducted by the Royal Commission on Dominion- 
Provincial Relations, 1937-39, indicated that the weakness of certain sections 
of the Canadian federation make for an unstable national economy. ‘The 
Report of the Commission also indicated that the economy of Saskatchewan, 
characterized by intensive specialization in the production of an export staple 
and subject to two major uncontrollable factors—climatic hazards and world 
marketing conditions, is in a particularly vulnerable position. 


The problems of an unstable national economy should not be aggravated 
by the imposition of special burdens on the weaker parts if there is any 
alternative. The alternative is to be found in reduction of the burden of 
freight rates through the device of a national subsidy. 


(d) The railways of Canada were conceived as national undertakings 
and should be so regarded today. This is right and proper, for the railways 


Re: SASKATCHEWAN SUBMISSION 
TO THE ROYAL COMMISSION ON TRANSPORTATION 


Please insert the following at Page 96 after paragraph ending with the 


word “created”. 


The. proposals of the Province of Saskatchewan are clarified and defined 
in the following paragraphs: 


First, as to what may be called deficit subsidies, that is payments from 
the public treasury to the end that the railway may continue to provide satis- 
factory services despite inadequate operating revenue, two statements should 
be made: (1) There is definitely no thought of freezing rates after equalization 
has been achieved thus putting the railways in the happy position of knowing 
that the budget will be balanced from the public treasury in any event; (2) no 
subsidy of this type will be necessarily involved if the railways have progressive 
management and a proper supervision is exercised by the Board of Transport 
Commissioners. The position of the Province is this: granting that substantial 
equalization is achieved then if as a result of rate reductions in other areas 
teresa deficiency of railway earnings, the situation should not be corrected 
by higher rates in Western Canada, and other vulnerable areas. Under such 
circumstances a subsidy should be resorted to, Subject to this, normal rate fixing 
should proceed, under the supervision and guidance of the Board. Indeed both 
rate changes and such a deficit subsidy will be under supervision of the Board, 
strengthened it is expected, as suggested in an earlier portion of this submission. 

As to the other type of subsidy modelled on the Maritime Freight Rates 
Act, the proposal of the Province is specifically as follows: that the subsidy 
be in the form of a deduction from all freight bills on all rail freight traffic 
movements within the boundaries of the Provinces of Manitoba, Saskatchewan 
and Alberta, on all rail freight and lake and rail movements within Canada 
originating in these Provinces to point of destination in other Provinces and 
on all rail and lake and rail freight movements within Canada terminating in 
these Provinces, from points of origin in other Provinces, excepting grain and 
grain products moving at Crow’s Nest Rates. 

This proposal, it is submitted, is in close analogy with the Maritime Freight 
Rates Act. It is also designed to correct the impact of national policies by 
extending the reductions throughout the entire length of the long haul on both 
incoming and outgoing freight. ‘The proposal ought more properly to be des- 
cribed as a compensation rather than a subsidy. This proposal essentially 
involves a percentage reduction on all freight bills enumerated above. 


Tne 


It is further proposed that the details of this device shall be under the 
administration of the Board of Transport Commissioners pursuant to a general 
Act of the Parliament of Canada. 
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occupy a position of strategic importance both in the normal economic life 
of the country and in periods of national crisis. 

The fact that all the people of Canada need and use railways emphasizes 
a problem which only a national subsidy can remove without injustice to 
some areas. 

Two great wars in the last generation have shown that the railways are 
an integral and indispensable part of our defence establishment. ‘Their 
revenues must be sufficient to maintain them at the level of efficiency re- 
quired by the national interest and it is only just that the burden should 
be borne by the whole nation. A national subsidy is a fair way of dis- 
tributing the burden. 


(e) It is suggested for the consideration of the Commission that there 
is a precedent for the payment of a national subsidy to the railways in the 
subsidy at present being paid for the benefit of the Maritime Provinces. 
The subsidy now proposed would, in essence, be for the benefit of all areas 
and therefore may be regarded as a truly national subsidy. 

(f) In addition to the merit of correcting obvious injustices, the sub- 
sidy device would offer two further advantages in (1) that a government 
subsidy would be subject to periodic review as to the needs of the railways 
for such payments; (2) that government supervision would insure that the 
transportation system would be maintained at a high level of efficiency to 
meet national crises. 

(g) The national government could raise the funds necessary for a 
transportation subsidy either by taxation or by loans, depending upon whether 
at a particular time its monetary policy was directed towards the curbing of 
inflationary tendencies or towards warding off deflationary threats to the 
economic life of the country. 


REGINA: PRINTED BY THOS. H. MCCONICA, KING'S PRINTER FOR SASKATCHEWAN, 1949. 
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